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install 


a GLASS COFFEE MAKER 


in every 


home on 
your lines 


For more profits from your domestic connected load point 


out these Silex superiorities. 
against heat breakage. 
clusive filter assembly. 
shells. 


Quick-cooling electric stove. 
Chrome plated brass stove and 
Cool Moldex handles. 


Pyrex brand glass guaranteed 


Ex- 


Standardized small parts. 


Sizes and models to please all tastes and pocketbooks. 


Silex advertising will appear every month in 
the Saturday Evening Post, The Ladies’ Home 
Journal, Good Housekeeping, Esquire, The 
American Weekly, American Home, McCall’s, 
Woman’s Home Companion, New Yorker, Better 
Homes and Gardens, and Pictorial Review .. . 
ayer consumers to “Buy Silex.” In addi- 
tion there will be advertising in newspapers all 
over the country telling your consumers “Where 
to go to Buy Silex.” 


This campaign is a “natural” for you. It is 
a plan you can tie-in with . . . to increase your 
domestic profits. Various programs are being 
successfully staged by utilities to secure wide- 
spread Silex purchases. Let us work with you 
in developing a plan suited to your property. 


Whether you merchandise or not . . . let our 


organizati 


nation-wide sales and distributin 
ome on 


help you install a Silex in every 
lines. 


See Silex at The A.G. A. Show. 

The Silex Co. Dept. 1022, Hartford, 
Priced from $2.95 to $10.95. 
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The Product of THE SILEX CO. Hartford, 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








\ 








ober 22, 1936 


Public Utilities Fortnightly 





| GUND x * 


NEW WAY TO REDUCE 
TRUCK TIRE COSTS— 


How much would you save 
ou cut your tire bill 10%? 


In many cases the Goodrich 
nn has been able to do better 
an that for utility operators. 
pw? By means of a new 
thod of tire selection and a 
w tire that is Tripk Pro- 
ted against sidewall fail- 
es. 

First, tire selection. En- 
eers estimate that akmest 
ery other truck has the 
ong tires for 100% service. 
podrich has developed a de- 
e called “The Truck Tire 
alculator” for 14-ton trucks. 
his Calculator not only tells 


exact size and type of tire 
at will give the best service, 
t also indicates the probable 
¢ of tire equipment, present 


tire costs and what tire costs 
should be. 

This device alone has saved 
thousands of dollars for truck 
owners. 

Second, a new tire inven- 
tion. The new Goodrich Sil- 
vertown is Triple Protected 
against sidewall breaks and 
blow-outs. Statistics show 
that 80% of premature fail- 
ures occur in the sidewalls— 
the “Failure Zone.” A new 
Goodrich invention is designed 
to overcome these failures be- 
fore they start! 


Here’s how it works: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 
bead. 

100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies—reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-124 


The right tire for the load 
plus the advantages of Triple 
Protection will save you plenty 
of money. Why not ask the 
man in your organization who 
is responsible for tires to talk 
to the Goodrich dealer? 


Or if you will write direct, 
we will send you free, without 
obligation, the new Truck 
Tire Calculator and Practical 
Guide for Tire Combinations. 
This is part of the service we 
render free to users and pros- 
pective users of Goodrich 
Triple Protected Silvertowns. 
Just ask your secretary to 
write your name and address 
in the margin, tear off and 
mail. 


* The B. F. Goodrich Company, Akron, Ohio «x 
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Gas Line Construction 
and Maintenance Body 


TYPE 3246 


The American All Metal Gas Line Construction Body has been 
developed for Utilities and used on trucks with or without air 
compressor. 

This type of body will be on exhibit at the Association of Gas 


Appliance and Equipment Manufacturers Convention at Atlantic 
City, Oct. 26-30, 1936. 


Largest Exclusive Manufacturers of Standard 
Utilities Equipment for Motor Vehicles 


THE AMERICAN COACH & BODY COMPANY 
3809-15 Clark Avenue, CLEVELAND, OHIO 
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Pages with the Editors 





was during the recent sessions of the Third 
World Power Conference in Washington 
that ye editors had an opportunity to mix with 
some of the élite in the scientific world. Re- 
flecting at length upon the perfectly obvious 
fact that Providence had bestowed upon us 
two ears but only one mouth, we endeavored 
to take the hint and listen at least twice as 
much as we spoke. Following this commenda- 
ble practice we heard a number of edifying 
and instructive matters, but one conversation 
in particular would surely have interested and 
heartened our friends in the gas industry now 
gathering for their annual convention at At- 
lantic City, N. J 


By the same token, it would have left 
executives of the coal industry somewhat 
grumpy. If the coal men are peeved (as some 
of them seem to be) at the rate hydroelectric 
development is muscling in on their market, 
they would be downright enraged at the plans 
for fuel economy these mental heavyweights 
were talking over. 


WELL, it seems that on this particular even- 
ing there was an Englishman, a Swede, 
a Hollander, and an Irishman (don’t be 
alarmed, we’re not going to tell a funny story; 
they were really present in the flesh) com- 
paring notes with some American engineers 
on fuel resources. (Ye editor lurked near-by 
disguised as a coffee table.) For some rea- 
son or other (maybe the cigars they sell in 
Washington hotels) the conversation drifted 
around to the smoke nuisance problem. The 
foreign visitors were estimating the annual 
cost of smoke damage in European cities: 
London, thirty million; Paris, twenty million; 
Berlin, twenty-five million, and all such fig- 
ures. Of course, there is the Mellon Institute 
estimate for Pittsburgh’s smoke bill at ten 
million which is pretty good for its size. 


THEN there was discussion of how about 70 
per cent of the value of coal goes up the chim- 
ney when it is burned in the home. Well, 
what was the solution? The consensus seemed 
to be gas heating. In the interest of economy 
of fuel resources, public health, and zsthetic 
satisfaction, the learned men were inclined 
to the view that we are approaching the day 
when the use of coal for purposes other than 
raw material will have to be restricted or even 
forbidden. 

» 


F course, we hasten to add (as we glance 
at a frowning picture of the beetle-browed 
John L. Lewis), all this was said to be a good 
while in the future. Nevertheless, we pass on 
the suggestion to the gas utilities for what it 
is worth. The Englishman said that he con- 


sidered the development of gas heating just 
as important to public economy and healt! as 
the electrification of railroads. The Irishman 
and the Swede were bemoaning the lack of 
coal in their countries, while one of the Amer- 
icans expanded with pride, not only about our 
own coal deposits, but about our natural gas 
and oil resources as well. 


Att of which indicates that America should 
be thankful that she has enough competing 
fuels to cause a problem, but it is still a 
problem for all of that. In this issue we have 
an article (beginning page 559) devoted to a 
discussion of the problem of competition in 
the natural gas industry of America. It was 
written by C. Emery Troxet (Ph. D.), who 
will be recalled by FortNiGHTLY readers for 
his recent article on the TVA. Dr. Troxet is 
now the assistant professor of economics at 
Wayne University in Detroit, Mich. 


¥ 


MANUSCRIPT from COMMISSIONER WILL 

MavpPIn of Nebraska is an event for any 
magazine because of his rather unusual habit 
of telling the plain truth and at the same time 
making it fit to print. As a veteran newspa- 
per man this is no great task for ComMIssIoN- 
ER Maupin and he takes it in his stride, but 
it makes us marvel at his courage for “calling 
’em as he sees ’em.” Few elected officials are 
to be found who would suggest that the voice 


C. EMERY TROXEL 


“Can penny per kilowatt hour electricity 
complete with natural gas? 


(See Pace 559) 
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Multilith Wins Profit from Expense— 


ULTILITH opens almost limitless op- 
rtunities for the reducing of expense and the 
reasing of profit through the easy produc- 


m by offset lithography, of 
rms, advertising and sales 
omotion material used by 
iblic Utilities. 


he Multilith process is so sim- 
e that office workers, without 
evious technical training or 
inting experience, can learn it 
ter a short period of instruc- 
on. lp to 85% of the print- 
g requirements of the average 
ublic Utility can be produced 
savings which often range as 
gh as 00%! 


[ULTILITH office lithogra- 
y gives a richer, finer appear- 
ce to letterheads, inserts, 
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CLASS 1000 
MULTILITH 


folders, booklets, catalog pages, announce- 
ments, house organs. It provides quick ac- 
tion. Many ruled forms can be typed, drawn 


or hand-lettered directly on to 
the flexible metal Multilith 
plate and large quantities litho- 
graphed within a few hours. 


The Multigraph representative 
who is frequently in your vicin- 
ity will gladly show you speci- 
mens of Multilith work and 
discuss possible savings. Or 
write on business stationery for 


Multilith Booklet 29. 


Consult telephone books in 
principal cities for address of 
nearest representative. Multi- 
graph Division of Addresso- 
graph-Multigraph Corporation, 
Cleveland, Ohio. 


(Manufacturers Service Agreement) 





PAGES WITH THE EDITORS (Continued) 


WILL M. MAUPIN 
“A public utility commission that will 


please everybody? It simply 
isn't in the picture.” 


(SEE Pace 568) 


of the people is not necessarily and invaria- 
bly Vox Dei. Fewer still would volunteer the 
information that the people may some day see 
fit to retire them from office. And for a state 
utility commissioner to state openly that he 
reserves the right to work for whom he pleas- 
es after retiring from public service—even for 
a public utility—well, all we can say is that 
our Nebraska friend is indeed a rara avis but 
my his tribe increase. 


READERS of the FortTNIGHTLY need no intro- 
duction to CoMMISSIONER Maupin (whose 
article on a “Model Commission” begins on 
page 568), because ever since he started out 
as a newspaperman (don’t call him a “journal- 
ist” unless you’re out of throwing distance) 
during the palmy days of the Great Commoner, 
William Jennings Bryan, Witt MaupIn’s 
personality has commanded attention. And 
he has received it too. And it has not always 
meant bouquets, he freely admits. By and 
large, however, CoMMISSIONER MAuvupPIN has 
had a career as full, frank, and fine as his 
pious parents could have wished for on that 
day he was born—August 31, 1863, in Callo- 
way county, Mo. 


¥ 


Ou concluding feature article in this issue 


(beginning page 573) has to do with a 
rather unusual aspect of utility financing un- 
der the new Federal Securities and Exchange 
Act. It deals with private offerings and sales 
of utility securities and is written by Laur- 
ENCE W. LoucEeE of the legal staff of the Long 
Island Lighting Company and subsidiary com- 
panies. Mr. LouceEE is a graduate of Dart- 
mouth College and Harvard Law School. He 
is a member of the bar in Massachusetts and 
New York. 


LAURENCE W. LOUGEE 


“Are the advantages of private sale 
of utility securites worth 
considering ?” 


(SEE Pace 573) 


Mr. LoucEe’s conclusions as to the financial 
savings made possible through private security 
sales in view of the Federal legislation invites 
speculation as to whether a trend toward this 
practice will materialize in the future. 


¥ 


MONG the important decisions reprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


ACCOUNTING requirements in New York 
state are involved in two decisions, one 
by the commission and one by the court of 
appeals. The commission deals with ques- 
tions of underwriting fees, patent rights, un- 
used land, depreciation, and other matters 
(see page 89), while the court deals with com- 
mission powers over rewriting of accounts and 
a requirement as to a suspense account. (See 
page 143.) 


Tue Pennsylvania Superior Court, in re- 
viewing a commission rate order, distin- 
guishes between brokerage fees and ‘other fi- 
nancing costs. (See page 99.) 


OPINION evidence as to real estate and evi- 
dence of price quotations in determining 
reproduction cost are discussed with other 
matters by the North Dakota. board in a 
rate decision. (See page 126.) 


THE next number of this magazine wil! be 
out November 5th. 


A, Galilee, 
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PAYROLL MACHINE 


DELIVERS QUADRUPLETS 


NEW REMINGTON RAND “85” PRINTS 4 FORMS SIMULTANEOUSLY. 
Meet increased payroll accounting requirements and costs with 
the extra economies of this completely electrified Payroll Machine. 
Save time, personnel, and money by preparing these four payroll 
records simultaneously—(1) wage record 2) t > thers stub (3) pay 
check or envelope (4) payroll journal. Electrified printing assures 
uniform printing on originals and as many copies as desired. 
The extra speed of the Remington Rand “85” comes from complete 
electrification of numeral, alphabet, other operating keys, and the 
carriage return. Extra flexibility permits changes in 
accounting procedure, adding information such as“Old 
Age Benefits,” without replacement or rebuilding costs. 
Extra completeness of “85” eliminates necessity of 
auxiliary addressing or check protecting equipment. The 
net amount of each check is mechanically computed 
and printed. Totals of gross earnings, deductions, net 
amounts are accumulated progressively. There’s no 
separate writing, adding, auditing and balancing. 
Just off the press, this valuable book gives latest factual information on 


all 4 methods of payroll procedure. No accounting department should 
be without one. Save hundreds of dollars. Mail this coupon today. 


FREE NEWEST MANUAL ON 
PAYROLL ACCOUNTING 
REMINGTON RAND INC., BUFFALO, N. Y. 


Please send me free copy of your new manual “How to Handle 4 Payroll 
Records in One Operation.” 


Name 


Address 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








In This Issue 


7 


In Feature Articles 


Competition between natural gas, manufac- 
tured gas, and other fuels, 559. 
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¥ 
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Location of telephone lines on highway, 614. 

Commission jurisdiction over contracts, 614. 

Miscellaneous rulings, 614. 


common 








REPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 89-148, from 15 P.U.R.(N.S.) 
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Every electrical or mechanical 
feature playing a part in mod- 
ern air circuit breaker protec- 
tion is separately described 








THE NEW I-T-E CATALOG 










The purpose is to provide a reference work 
—a source of dependable, useful infor- 
mation when protective questions arise. 


Photographs, drawings and complete 
descriptions of the broadest line in the 
industry are included. 










A copy—128 pages—will be mailed to re- 
sponsible parties interested in electrical 
protection. Your position and name of 
your organization should accompany 
your request. 











I-T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Hupson W. REED 
United Gas Improvement 
Company. 


C. J. GoopNouGH 
Chairman, Pennsylvania Public 
Service Commission. 


Dr. CarLos ANGLADE 
Ministry of Public Works 
of Venezuela. 


CLEvELAND A, NEwToNn 
Representative, Mississippi 
Valley Association. 


Jupce Rosert E. Hearty 
Member, Federal Securities and 
Exchange Commission. 


Rusu D. Horr 
United States Senator from 
West Virginia. 


Grorce F. Kien 
Representative, Mackie-Clemens 
Fuel Company. 


Maurice P. Davipson 
Former Commissioner of New York 
City Water Supply, Gas 
and Electricity. 


Cuaries W. Extot, 2Np 
Executive Officer, National 
Resources Committee. 


—MONTAIGNE 


“Most of the farms where electrification is of economic 
value have already been electrified.” 


¥ 


“Given adequate authority, it has been my experience 
that regulation by commissions has been honestly and 
effectively administered.” 


¥ 


“When government has complete control of any one 
thing, it is usually a poor manager, :as there are too 
many hands in the matter.” 


¥ 


“No group of engineers in this country or abroad 
have to their credit more abundant evidence of achieve- 
ment than the Engineers of the United States Army.” 


¥ 


“The future of the privately owned utility company 
depends to great degree on whether a fair and easily 
workable method of rate regulation can be developed.” 


¥ 


“If you don’t believe the utilities run the government 
of the United States, then check the members of Congress 
who have been or are on the payroll of the utilities of 
the United States of America.” 


¥ 


“There is very rarely any affinity between hydro power 
generation and flood control. It is possible, of course, 
if the total cost is no object, to create projects which 
will have dual or triple objectives.” 


¥ 


“Rate reductions largely are the result of voluntary 
action on the part of utilities. The threat of public 
competition produces an immediate and salutary effect 
on the rate policies of the company.” 


¥ 


“The records do not go back sufficiently to give 
us much knowledge as to what kind of floods and the 
flood frequency we can expect. We need a much lounger 
period of knowledge in order to judge the frequency 
trends.” 
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Members of the 
American Gas Association 





are cordially invited to visit 
the Burroughs Exhibit at the 


18th Annual Convention 


Atlantic City Auditorium, Atlantic City, N. J. 
October 25th to 30th, 1936 
BOOTHS 523-524 


where will be shown the latest developments 
in accounting machines and their applications. 


embers visiting the Burroughs Booth will have the 
pportunity to examine the latest methods for handling 
ustomers’ Accounts. The Stub; Combination or Dual 
sill and Ledger; and Register Sheet plans will be dem- 
strated .... There will also be a display of modern 
ayroll Machines and Methods designed to fulfill Social 
becurity Requirments. 


Also the following—Short-Cut Keyboard Adding- 
Subtracting and Bill Receipting Machines. . . Elec- 
tric Calculator ... Electric Carriage Typewriter ... 
and many other Burroughs products that speed up 
and reduce the cost of accounting. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
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REMARKABLE REMARKS (Continued) 


Morris LLEWELLYN COOKE 
Rural Electrification 
Administrator. 


Sir JoHn CaDMAN 
Chairman, Anglo-Iranian Oil 
Company of Great Britain. 


Fioyp L. CARLISLE 
Chairman of the Board, 
Consolidated Edison Company 
of New York. 


Joun CAtvin Brown 
Economist and author. 


Dr. A. E. Morcan 
Chairman, Tennessee Valley 
Authority. 


Harorp L, Ickes 
Secretary of the Interior. 


Jupce Rosert E. HEAry 
Member, Federal Securities and 
Exchange Commission. 


“The time has gone by when we men of science and 
technology and engineering can expect to accomplish 
great things while leading detached lives or equ’'pped 
merely with academic tools. Social implications are 
quite as important as the soundness of the engineering 
over a large part of our field.” 


“Tf current estimates of the world’s (petroleum) re- 
serves are anywhere near the truth, there is no coubt 
that . . . every effort should be made to insure that 
petroleum is not produced without adequate need, and 
that it is used only where it is best and not merely 
as an alternative source of power, light, or heat.” 


¥ 


“Various agencies of the Federal government advanced 
money to municipalities, banks, railroads, insurance com- 
panies, housing projects, farmers, and manufacturers, 

. Not one cent was loaned to private utilities, 
They were singled out for special heavy taxation, from 
which the municipal power operations were exempt.” 


¥ 


“None of us cares whether government is in business 
or not. What we are concerned about is whether and 
how much our welfare is injured if it is in business, and, 
if we decide that we want government to stay out of busi- 
ness we must decide during the next three months which 
political party offers the greater threat in this direction.” 


¥ 


“In general, it seems to be the considered judgment of 
European and American people that water control is a 
public and not a private function. In many factors 
driving toward public development of water resources, 
it becomes imperative that their administration shall be 
nonpartisan, nonpolitical, businesslike, and _ technically 
efficient.” 


* 


“I do not pretend to be acquainted fully with what 
other nations have done to make this civilizing influence 
(electric power) available at prices within the means 
of people to buy, but I am glad to be able to say 
that a great stride in the direction of cheaper power 
has been made in the, United States during the admin- 
istration of President Roosevelt.” 


¥ 


“The writer believes that in some instances the down- 
ward trend of (electric) rates has been promoted by con- 
solidation of small companies into larger operating units, 
but in other instances this movement has been retarded 
by the holding company because of the constant necessity 
of straining for earnings to support a topheavy and in- 
flated holding company system.” 
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Below is shown the new CE Unit being 
nstructed for Nebraska Power Company 
installation in its Omaha Steam Elec- 
¢ Station. It is a complete CE Unit 
mprised of a three-drum, bent tube boil- 
water-cooled furnace, CE Chain Grate 
ker, Elesco Superheater and Economizer 
d Ljungstrom Air Heater. 










pis will be the first superposed unit in- 
ulled by Nebraska Power Company. It 






ew CE Unit for— 


Omaha Steam Electric Station 
Nebraska Power Company 


will supply steam for a 10,000-kw turbine 
operating at 1200 lb which will exhaust to 
a 200-lb, 15,000-kw turbine-generator. 


The stoker will be the largest ever con- 
structed in this country, 25 ft wide by 22 
ft 9 in. long, providing an active grate sur- 
face of 569 sq ft. It will be equipped at 
the front end with a siftings hopper sup- 
plied with slide grates and spouts. 








Capacity—275,000 Ib per hr 
Design Pressure—1350 Ib 
Total Steam Temperature—910 F 








———EE “72 


CE PRODUCTS 
All types of 
BOILERS 
STOKERS 
FURNACES 


PULVERIZED FUEL 
SYSTEMS 


HEAT RECOVERY 
EQUIPMENT 









Fabricators of pressure vessels, 
tanks, etc., welded or riveted 
in carbon, alloy or clad steels | 
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~OMBUSTION ENGINEERING COMPANY, 
MADISON AVENUE - 


Engineering Corp. Ltd., Montreal 


INC. 





NEW YORK 
A-308 
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Some of the Participants in the Association of Ga 


Appliance and Equipment Manufacturers’ Exhibition 
the A. G. A. Convention, Atlantic City, October 26-30 


whose booths readers of the Fortnightly will wish to visit 





Addressograph-Multigraph Corporation 
CLEVELAND, OHIO 
BOOTHS 700, 701 


REPRESENTATIVE 
C. J. Welford, In Charge 


See our advertisement on page 7 


—_——. 


Dictograph Products Company, Inc, 


NEW YORK, NEW YORK 


BOOTH 626 


REPRESENTATIVES 
R. E. Owen R. C. Herrick 


See our advertisement on page 82 








The Barber Gas Burner Company 


CLEVELAND, OHIO 


BOOTH 232 


REPRESENTATIVE 
Harry E. Kerr, In Charge 


See our advertisement on page 37 











The Estate Stove Company 


HAMILTON, OHIO 


BOOTHS 324, 325, 326 


REPRESENTATIVES 


Albert N. Kahn S. C. Bernhardt 
Lucien L. Kahn 


See our advertisement on page 20 








Burroughs Adding Machine Company 
DETROIT, MICHIGAN 
BOOTHS 523, 524 


REPRESENTATIVE 
A. Knaff, In Charge 


See our advertisement on page 13 


The Forest City Foundries Co, 


CLEVELAND, OHIO 


BOOTHS 207, 208 


REPRESENTATIVES 


Walter Seelbach Barney Olson 
John Grouse Herbert H. Skinner 


See our advertisement on page 43 








Connelly Iron Sponge & Governor Co, 
CHICAGO, ILLINOIS 


BOOTH 231 


REPRESENTATIVES 


A. L. Smyly F. A. Sullivan 
Andrew Dolfini Gust Crenshaw 


See our advertisement on page 33 











International Business Machines Corp. 
NEW YORK, NEW YORK 


BOOTHS 600, 601 


REPRESENTATIVE 
G. A. Roberts, In Charge 


See our advertisement on page 52 
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Monroe Calculating Machine Co., Inc. 


ORANGE, NEW JERSEY 


BOOTH 734 


REPRESENTATIVES 
M. R. Lilly W. L. Montgomery 


ce our advertisement on page 63 


Republic Steel Corporation 


CLEVELAND, OHIO 


BOOTHS 620, 621 


REPRESENTATIVES 


J. E. Holmes J. V. Burley 
W. M. Neckerman Cc. E. Roberts 


See our advertisement on page 51 








— 


Peerless Manufacturing Corp. 


LOUISVILLE, KENTUCKY 


BOOTH 224 


REPRESENTATIVES 
J. G. Benz J. H. Schmidt 
Street Russell D. F. Springer 








Robertshaw Thermostat Company 


YOUNGWOOD, PENNSYLVANIA 


BOOTH 504 


REPRESENTATIVES 


John A. Robertshaw M. S. Unger 
H. T. Ryan G. A. Bowman 


See our advertisement on page 83 








Pittsburgh Equitable Meter Company 


PITTSBURGH, PENNSYLVANIA 


BOOTHS 522, 602, 703, 704 


REPRESENTATIVES 


W. F. Rockwell A. D. MacLean 
L. A. Dixon F. H. Oliphant 


See our advertisement on page 61 


Safety Gas Main Stopper Co., Inc. 


BROOKLYN, NEW YORK 


BOOTH 108 


REPRESENTATIVES 


F. G. Goodman M. Goodman 
E. A. Goodman B. Leone 


See our advertisement on page 24 








Public Utilities Reports, Inc, 


WASHINGTON, D. C. 


BOOTH 204 


REPRESENTATIVES 
A. S. Hills Edwin S. Baker 


The Silex Company 


HARTFORD, CONNECTICUT 


BOOTH 135 


REPRESENTATIVES 
William S. Carey Robert E. Arnold 


See our advertisement on inside front cover 











Remington Rand, Inc. 


BUFFALO, NEW YORK 


BOOTHS 627, 628 


REPRESENTATIVE 
H. J. Johnson, In Charge 


See our advertisement on page 9 











The Titan Valve and Manufacturing Co, 


CLEVELAND, OHIO 


BOOTH 718 


REPRESENTATIVES 


W. T. Bentley 
F. A. Onda 


See our advertisement on page 31 


J. A. Cerny 
Noel Green 





(Continued on Page 18) 
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United Engineers & Constructors Inc. 


PHILADELPHIA, PENNSYLVANIA 


BOOTH 604 


REPRESENTATIVES 


Cc. W. Hunter L. B. Moxon 
C. A. Schlegel J. A. Messenger 


See our advertisement on page 22 


United States Pipe & Foundry Coripany 


BURLINGTON, NEW JERSEY 


BOOTH 402 


REPRESENTATIVES 
D. B. Stokes H. A. Hoffer 
R. M. Shaw, Jr. 


See our advertisement on page | 

















U. S. JOINT PIPE AND FITTINGS 


For Gas, Water and Sewage Service 


Write for descriptive booklet now in press 


Ko} 


United States Pipe and Foundry Company 
BURLINGTON, NEW JERSEY 


Foundries and Sales Office throughout United States 


Also makers of: 


Super-deLavaud Pipe 
Webre Sugar Apparatus 
Usicast Cast Iron Roof 


Flanged Pipe and Fittings 
B & S Pipe and Fittings 
Large Castings to order 
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GREETINGS... 


To the Convention Delegates 
and Guests of the American 
Gas Association assembled 
at Atlantic City, Oct. 26-30 
Pusiic UTILITIES FORTNIGHTLY 
presents its compliments and 
extends best wishes for a 


successful meeting. 


@ You are cordially invited to 
visit our Booth, No. 204 
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We LL be seeing you in 
Atlantic City . . and we’ll 
have lots for you to. see! 
* Spaces 324-325-326 * 


THE ESTATE STOVE COMPANY 
Hamilton, Ohio 




















Pid EFFICIENCY 


Service e Convenience 


rt] ACCURACY 
erry ECONOMY 


IN THE OPERATION of any 
power plant, whether steam or 
water, ECONOMICAL apo 


tion is dependent on the EFFl- 
CIENCY of all units. 


SIMPLEX METERS, in accurately 


Bxtra service and convenience is ain —_ input and = 
s Ww erpr \- 
mand moter cubtnat of ciominues tput, provid ea permanent an 
or rust-proofed steel, Ventilat- ACCURATE check on plant ef- 
—_ louvres covered with fine 

copper screen. Poplar backboard. ficiency. 
working isle’ comest. "tus 
wor 
mont satisfactory cabinet on the LET SIMPLEX ENGINEERS help 
mage cater eh 5: all you to produce power with great- 


Write today for complete 
js Re Taga er economy. 


WAL K ER 


SIMPLEX VALVE & METER CO. 
ELECTRICAL COMPANY , 
Atlanta, Georgia 6761 Upland St. Philadelphia, “a. 
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HE MERCOID SWITCH 
LIMINATES ALL 
ONTACT TROUBLE 








CONTROLS ARE THE MOST IMPORTANT 
UNITS IN ANY TYPE OF AUTOMATIC HEAT- 
ING OR AIR CONDITIONING EQUIPMENT 


If the controls cease to function or fail to operate 
correctly, the whole equipment follows suit. ¢ It 
is obvious that the better the controls, the better 
the performance of the equipment. ¢ The Mercoid 
Corporation has steadfastly adhered to the policy 
of making only the highest grade of controls. 
The quality was never sacrificed for price. 
THE MERCOID SENSATHERM 
illustrated above, is outstanding for its sensitivity 
and reliable performance. There are many thou- 
sands of these thermostats in service over a long 
period of time, and all are giving complete satis- 
action. e Further details of the Sensatherm as 
well as on all other Mercoid Controls, contained 
in Catalog No. 100-PA. Write for a copy. 


E M°RCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
UFAC/URERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-PA TO: 
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GAS PLANT EQUIPMENT 


U. G. I. Heavy Oil Process 
U. G. I. Refinery Gas Reforming Process 
U. G. I. Natural Gas Reforming Process 


GAS DISTRIBUTION 
PIPE LINE CONSTRUCTION 


THE U. G. I. CONTRACTING COMPANY 


division of 


UNITED ENGINEERS & CONSTRUCTORS INC. 


NEW YORK 


PHILADELPHIA 


MAXIMUM RETURN TO CLIENTS PER DOLLAR EXPENDED 








Now Ready—Tenth Annual Debate Handbook hc. 


ELECTRIC 


PUBLISHED SEPTEMBER 


In limited quantity and for a limited time 
we are enabled to offer this new edition 
to the public, by special arrangement with 
the Committee on Debate Materials of the 
National University Extension Association. 


Edited by Bower Aly, Director of Forensics 
of Missouri University, it contains contri- 
butions by the following authorities: Roy 
Emerson Curtis, Carl D. Thompson, Frank 


UTILITIES 


1936 


A. Newton, Harry W. Laidler, Warren M. 
Persons, Arthur E. Morgan, Wendell L. 
Willkie, Joy Elmer Morgan, David Friday, 
Morris L. Cooke, H. C. Baldwin, Judson 
King, William M. Carpenter, and A. Murray 
McCrimmon. 


Such sponsorship speaks for itself. Here is 
assembled all the latest and best material 
on the controversy about Government own- 
ership and operation. 


PRICE: Two volumes, bound separately in construction paper covers, $1.50 
for both, plus 15¢ postage in U.S. A. Two volumes bound together in cloth, 


$2.50, plus 15¢ postage in U. S. A. 


« « « ac « 


ORDER DIRECT FROM THE PUBLISHERS 


LUCAS BROTHERS, Publishers’ - 


Columbia, Missouri 
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Common sense in utilization of materials is the real basis for 
\.C. S. R. performance and economy. Highly conductive Alumi- 
uum is employed where the current concentrates; steel is used 
for the core...the low current density area. Aluminum Company 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


\LCOA:ALUMINUM 


ALCOA 
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DAVEY LINE CLEARING SERVICE 


Guarding Good Will 


PLEASING THE PUBLIC is always a vital part of 
the service of Davey line clearing squads. And Davey 
men know that regardless of how fine a job they do 
in eliminating your tree interference, they must 
please tree owners at the same time. 


You can’t afford to gamble with your public rela- 
tions. And you don’t gamble with them, if you employ 
Davey line clearing squads. These hard-working men 
are not mere laborers. They are intelligent, alert, 
courteous, well-trained in the all-important problem 
of successfully dealing with people. They welcome 
problems in public relations. They get a tremendous 
kick out of whipping these problems. You will be 
delighted with their experience, their tact, their abil- 
ity to please in the face of difficulties. 


Build good will by using Davey line clearing 
squads. Learn more about Davey service. The facts 
will please you 


THE DAVEY TREE EXPERT CO., Kent, Ohio 


DAVEY TREE SURGEONS 














PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 
SAFETY GAS MAIN STOPPER (0 


523 Atlantic Avenue 
Brooklyn, New York 








Hook Them 
Up This Mod- 
ern Way... 


USE DOUBLE SEALS FOR ECONOMY AND 


TIGHTER COPPER CONNECTIONS 


Smaller copper tubing will do the job so much better than 
heavy, iron pipe. Fewer fittings are needed, for smooth copy 
tubing bends replace many fittings. BUT MOST IMPORTANI 
IS THE JOINT ITSELF. Double Seals provide the strongé 
method of joining copper tubing. They are copper to coppt 
with no sealing agent required. They will stay tight despl 
severe pull, twist, They are approve 
bend, vibration vacu- . by Underwriters’ 
um, freeze and heat at ' oratories. Write {0 
stresses, \v pS A) details. 


HAYS MFG. CO, A ees | ERIE, PENNA. 
ecify HAYS DOUBLE SEALS 
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Bislds Electsic Raine Sales 


Speedmaster heats water speedily and economically. 
When small quantities of boiling water are needed for 
such purposes as the morning shave, preparing drip cof- 
fee, washing the dishes, etc., the Speedmaster provides 
it—two pints in 5/2 minutes. Other economy and con- 
venience features are equally appealing to range owners 
and prospects. 


Speedy Economical Convenient 


_ With the enclosed heat- Saves up to 40% in With the Speedmaster, 
ing element immersed in current consumption com- hot water is as close as 
the water, there is prac- pared to heating water on the nearest electrical out- 
tically no loss of time or an open unit. It whistles let. Leaves an extra range 
heating energy. It heats when the water boils as a unit for meal preparation. 
2 rints in 53 min., 3 pints reminder to shut off the Practical trigger on handle 
in 9 min, or 5 pints in 13 current—saves fuel. lifts spout cap when filling 
min. or pouring. 


Write for complete information regarding 
this load-building appliance. 


WEST BEND ALUMINUM COMPANY 
DEPT. 660 WEST BEND, WISCONSIN 
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Satisfactory 
Cinder JRemove 


Buffalo Cinder Eliminating Induced Draft Fans are d 
purpose fans. They serve as high-efficiency induced 4 
fans, and also clean the stack gases of cinders and di 
They are neither new nor experimental—but on the conti 
are operating successfully in public utility power stati 
and industrial plants. 


Because Buffalo Forced and Induced Draft Fans meet 
requirement of the largest steam plants—they merit 
consideration. Write for Bulletins 2872 and 2873. 


“TAKES 
CINDERS BUFFALO FORGE COMPA 


OUT” 444 Broadway Buffalo, N. } 


Cinder Eliminating 


Imduced Draft lFan: 
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A TEAM OF 
IPE WRENCH CHAMPIONS 


» FE21aIb Regular... The RIF1D End Wrench 





Riaib Regular 
Wrench, 6" to 60" 


® The spectacular rise of RIFE 

Wrenches to an extraordinary pop- 

ularity is no miracle. Only an unusual 
tool could have won millions of enthusiastic users in the few short years since 
FRIEAID came on the market... But the guaranteed unbreakable housing, 
the comfortable handle, the replaceable non-slip, non-lock jaws of chrome 
molybdenum alloy, the easy-spin adjusting nut, the handy pipe scale on 
hook jaw—these and other features were what wrench users welcomed. If 
you don't know the economy and satisfaction of these wrenches, you ought 
to hurry and find out about them. 


Ask your Jobber 


RizaID 
End Wrenches 6" to 60" 


Meet U. S. Government and 
Navy strength tests 


RikkIb 


THE RIDGE TOOL CO. Reg. U. S. Pat. Off. 


ELYRIA, OHIO PIPE TOOLS 
R!NCHES, CUTTERS, THREADERS, VISES, EXTRACTORS 
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A major item of cost in line mainte- 
nance, unless the guys are Copperweld, 
is the expense of replacing rusted guy 
wires. This cost may not be segregated 
on the records but the money is spent, 
as most lines using ordinary guys require 
reguying during their life. 


Each Copperweld guy installed on a new 
pole means a saving for your company 
throughout the life of that construction. 
Replacements are eliminated, thereby 
avoiding the cost of new strand and fit- 
tings, truck-time, labor and supervision. 


You can profit by the high strength and 
non-rusting properties of Copperweld 
Guy Wire. It costs less than ordinary 
wire per year of service. 


COPPERWELD STEEL COMPANY 


GLASSPORT---~-: PA. 








Just Pus.isHeD 


A survey of the economic, legal, 
social characteristics of publi¢ 
utility enterprise 


Public Utility 
Industries 


By G. Litoyp Wison and James M. H: 
University of Pennsylvania 
and RoLanp B. EurTster, University of Flori 


Here is a critical study of the organization, 
agement, services and rate structures of the 
electric light and power, water supply, transpor 
tion (motor, electric and pipeline), and con 
cation (telephone, telegraph, cable and radio) 
dustries. The book is packed with descriptive 
informational material of a non-controversial j 
ture for the purpose of giving the general re 
a picture of the field before, or concurrently wi 
a discussion of the rate and regulation prob 


398 pages, 6x9, $3.50 


Pustic UrTivities FortTNIGHTLY 
1038 Munsey Bldg., Washington, D. C. 








Reserved for 


a 


MSA Advertiser 
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... SHOWS UP IN LOWER ERECTION COSTS 


Grinnell pre-tested fabrication 
means more accurate dimensions, 
fewer field joints, less field 
testing —all of which means 
substantial savings in pipe 
erection costs. 

In the Grinnell shops every 
we'ded joint is the work of an 


welder could meet the rigid 
requirements laid down by 
Grinnell. 

When plans call for pipe bend- 
ing and welded joints, most 
engineers turn to Grinnell for 
correct interpretation and fabri- 


expert. In fact, only an expert cation. 


GRINNELL COMPANY 


EXECUTIVE OFFICES PROVIDENCE, ®. | 


GRIN N BLL 


R: CATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDARDS 
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im Central Station 


Plant after plant in the Public Utility industry has swung to Rile 
Pulverizers . . . definitely establishing Riley as one of the lead 


A few Public Utilities using Riley Pulverizers . 


Union Electric Light & Power, Cahokia . . . Repeat Order 





Edison Electric Illuminating Co., Boston . . . Repeat Ord 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 








Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETT!NGS 
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FOR PERFECT CONTROL SPECIFY TITAN 


TITAN RELIEF VALVE 


Titan Temperature and Pressure Relief Valve pre- 
vents excessive pressure and temperature. Pressure 
relief is obtained by means of a spring loaded valve 
which opens when pressure reaches a predetermined 
point. Temperature relief is obtained by means of a 
fusible metal disc which melts at 200°F and permits 
the overheated water to be discharged. 








TITAN SAFETYSTAT 


Titan Safetystat automatically shuts off all gas to 
the burner in the event excessive temperatures are de- 
veloped. Before resuming normal operation, the cause of 
excessive temperature should be determined and reme- 
died. To resume normal operation after Safetystat has 
functioned, valve plunger must be reset. No fusible 
member to be replaced and no necessity to disassemble 
the valve in any way. 


TITAN SNAP ACTION THERMOSTAT 


Titan Snap Action Thermostat is an extremely sen- 
sitive instrument, providing perfect control of water 
temperature. Its simplicity and ruggedness is a guar- 
antee of long life. Equipped with a Temperature Se- 
lector which permits adjustment over a wide range. 
Decided advantage over the type that is set at the 
factory for only one fixed temperature. Sizes are from 
2” to 11”. Used on all types of gases. 





TITAN DELUXE DRAIN COCK 


Titan Nu-Drain is in harmony with the cleanc 
appearance of the new heaters. Its compact desig 
provides almost complete concealment of the body. It 
improves the appearance of any heater. 


TITAN SAFETY PILOT CONTROL 


Titan Safety Pilot Control Type B-16 operates b: 
means of a bi-metal strip in contact with the pilot fla 
This instrument automatically prevents escape of un 
burned gas from the main burner in case the consta 
pilot flame should become extinguished. 








Titan Controls are built to meet the rigid re- 
quirements of water heater manufacturers. They 
are standard equipment on most automatic 
storage water heaters approved by the A. G. A. 


Visit us at A.G.A.E.M. Exhibition Booth 718. 


Cet ae 


HE TITAN VALVE & MANUFACTURING COMPANY 
ERMOSTATS » » SAFETY PILOTS » » RELIEF VALVES » » SAFETYSTATS 
32nd Street & Perkins Ave. Cleveland, Ohio 
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RESISTANCE TO 


OXIDATION 


am 


The Purity of Gargoyle 
D.T.E. Oils Minimizes 
Sludge and Lengthens 


Periods between Cleanings 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. — 


STANDARD OIL GF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGHOLI/ 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








187% - CONNELLY - 1936 SIMPLE, ISN‘T IT? 


€ Years Service to the Gas Industry 


Visit Our Booth No. 231 at 
AGAEM Exhibition 


+ + + 
URIFYING MATERIALS 
Highest Activity and Capacity. 
OXIDE ORE — Commercially Dry — Hy- 
ated and properly Alkalinized — Ready for 
ng — Bulk or Bagged. 
| SPONGE—Connelly Trade Name— Ready 5 
d—Connelly Special Fillers give longer and The triangular wedge formed by 
tter service. the tang and V-bottom collar, 
+ + + which forces the wire into a solid 


LOROPTIC — BTU Indicator —Can be fur- mesh— 
nished with Signal and Alarm Unit. NO set ae 
GOVERNORS and REGULATORS = 
ST Te yao mee aqematic; DIS NO flattening or ting of wires... 
TRICT — Float or Diaphragm Control; . 
ICE — All sizes for any pressure; == | NO limitation to one size wire. . 
pe oe — Full line of accurate, compact NO shearing effect what ona 
egu ° 
BACK PRESSURE VALVES — U-GAUGES — NO special tools required to make 
H,S TESTERS. connection. .. 





NO need for you to search any longer for the 
PERFECT solderless connector—WE HAVE 
(opp el u m 

cA — FREE! A large display board, containing 
Bron Sponge & Governor Ge meee ma SE ee 


Ohi VI aly 6a 
Ghicago, SH. , Elizabeth. N.d. ILSCO COPPER TUBE & PRODUCTS, INC. 
5629 Madison Rd. Cincinnati, Ohio 














@ Stowe Stokers with their compensating feed—positive rear 
end air seals—unrestricted fuel selection—and much reduced 
ash pit losses—are demonstrating their superiority—give 
highest overall efficiencies on any coal. Customers are placing 
repeat orders. Investigate the advantages that only Stowe 
Stokers can give you. Full details on request. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 
Engineering and Sales Services in the Principal Cities 


Stowe Stokers Rize you 
e 


Catalog No. 10 is complete 
greatest —-- ss with 14 diagrams —20 
overfluctuating coal, illustrations. | for one. 


TOWE STOKERS 
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..- FLAWLESS GLASS wil 
BRASS BUSHING—‘¢/e IDEAL z7su/at 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Glas 
INSULATORS 
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reasing the Railroad's Safety, Comfort, 
P-otecting the Power Companies’ Lines 


x10e 


BATTERIES 


XIDE Batteries have been so closely associat- 

ed with the development of utilities in this 
country that it is only natural, whenever any new 
development takes place which calls for the use 
of storage battery power, they should be selected. 


And so, with Exide Batteries lighting railway 
coaches, operating signals, etc., it was logical that 
they should have been the pioneers selected for 
air-conditioning railway coaches, for cranking 
Diesel-powered locomotives and for other recent 
developments in the field of transportation. Nor 
is it surprising to learn that they are serving 
with the same fidelity that characterizes their 
performance in the field of oil switch operation 
and other phases of central station operation. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The world’s largest manufacturers of storage batteries for every purpose 
Exide Batteries of Canada, Limited, Toronto 








PLANT SAFETY 


WITH GOLDEN-ANDERSON 


Perf 
trol 

tude 
the 

depe 
valy 
Pipe 


Gol: 


138 


AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 


line breaks. 


ect water level con- 

assured by the Alti- 
‘control Valve . . 
nost efficient and 
lable automatic 
for tanks, stand- 
and reservoirs. 


Ask for your copy of catalog for our com- 
olete line of automatic control valves 





en-Anderson Valve Specialty 


Fulton Bldg. Pittsburgh, Pa. 


Co. 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 

\ \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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e Sure the Appliances YOU Sponsor Are 
quipped with BARBER 
. G. A. Approved Gas 
ressure REGULATORS 


OR your own protection, as well as the consumer’s, every 
gas burning appliance you install requires a dependable 
essure Regulator. This and only this assures constant pres- 
e of fuel supply—with consequent safety of operation, and 
th proper economy which reduces gas bill complaints and 
ice calls. 




















On so vital a piece of equipment, why take chances? Bar- 
Gas Pressure Regulators are listed in the A. G. A. Directory Made in %4", %*. ¥4". %4". 
Approved Appliances, thus complying with stringent require- 1", 1%", 12", and 2" sizes. 
ents as to pressure drop and precision of operation. Compact a 

sign, all bronze bodies—a product of BARBER QUALITY write tor complete literature, 
wn to the last detail. Very moderately priced for a Regu- prices and discounts on the en- 


ire Barber li 
or of this quality. Regalassen. a 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
E BARBER GAS BURNER CO. of MICHIGAN, 4475 Cass Avenue, Detroit, Michigan 
















Style Bar-S All Weather Binder 
FOR METER READING 












Write us for circular and details. Send sample of your sheet for prices 
on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
10-16 Logan Street, S. W. «> GRAND RAPIDS, MICH. 
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CAPITAL AND SURPLUS 





*5,000,000 





THA 
DEMAND 
RECOGNITIO 





The first Hygrade Lamps were manufactured 
1901. The capitalization of the company was $3500. 
grade Lamps entered the market in competition with bulbsp 
duced by the largest manufacturers of electrical equipment 
the world. Yet, by the sheer power of their fine quality, they ha 
j steadily forced growing recognition of their merits until today 
demand for them has reached a volume that is the third large 
F in the country—and the company’s capital and surplus is 0 | 
five million dollars. 
ae A big company—a big name. A concern whose record and pr 
uct must command respect—and consideration in your schet 
A story of the facts behind such tremendous growth must 
worth listening to. It’s a story that offers economies as well 
quality, a story that is interesting more and more imports 
utilities—particularly on street lighting. A story you ough! 
know. Ask us to give it to you. 


HYGRADE SYLVANIA CORPORATION, SALEM, MASSACHUS 


ft HYGRADE LAMP! 


SPECIALISTS IN 


STREET LAMPS Manufacturers of incandescent lamps for over 30 years. 
© 1936, Hygrade Sylvania Corp. Makers of Sylvania Set-tested Radio Tubes 
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>. best salesman 


Le test of 2 typewriter Ls the 
wypewriter itself and the 
Work 1¢ does/ 











Copyright, 1936, Royal Typewriter Company, Inc. 
Put the New Easy-Writing Royal to any test you 
can think of! Let its performance provide proof 
of the merits of this great typewriter. 


For the New Royal is its own best salesman— 

master of that most convincing argument of all FIRSTS that make 
—perfect results! At its keys, any operator can ROYAL FIRST! 
easily produce better typing, faster! wicct ta SEED . 


. Greater volume! First 
STANDARD OF THE BUSINESS WORLD in EASE . . . With 
Touch Control,* Shift 
That is why the New Easy-Writing Royal is so oe. “es 
widely preferred . . . why Royal is now en- score of exclusive im- 
jovi ; ire history! provements! First in 
Jo) ing the greatest entes of its entire h 7] ty —~*- 
Invite a demonstration. . . . Compare the Work! volume—enhanced qual- 
ity! First in ECON- 
World’s largest company devoted exclusively OMY ... Lower typing 
to the manufacture of typewriters. costs through- 


ROYAL TYPEWRITER COMPANY, INC. DURADILITS ‘x 


2 Park Avenue, New York City nits Gee ioe 
it!” 





* Trade-mark for key-tension de ice 


ROYAL: WORLD'S No. I. TYPEWRITER 
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—ELLIOTT— 


Addressing—Recording— 
Tabulating and Statistical 
Machines 
& 











Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 
gas, electric or water bills on postal cards, will 
be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 
quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 


Sales and Service Offices in all Principal Cities 

















be 
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THE TIME 


» investigate 

e exclusive 
atures incor- 
orated in 

Super - Drednaut” 
oday’s MODERN 
soggle— 


eatures such as—Non-Rubber head- 
and, which contains no rubber, yet 
maintains the necessary tension in- 


self-adjusting nose bridge, which 
butomatically adjusts itself comfort- 
bly to any width or size of nose. 


Super-Drednaut 50-S Goggle 


Super-Drednaut Deep Curve lenses 
—arched or curved for ADDED 
strength—have proven through 
tests, long wear and hard usage that 
they provide a greater strength, 
greater resistance to blows than any 
other form of lenses. And, another 
important feature—one that greatly 
lessens the number of eye injuries— 
is, that even if lens should become 
broken by a tremendous blow, the 
curvature tends to prevent the glass 
from being driven into the eye. 
ONLY curved lenses CAN provide 
this MAXIMUM eye protection. 


Let us send you a pair of these ex- 
ceptionally strong Super-Drednaut 
Goggles for your examination and 
FREE trial. 


New General Catalog No. 10A Sent Upon Request 


gtHE SAFETY EQUIPMENT SERVICE CO. 


Buell W. Nutt, President 


1230 St. Clair Avenue, Cleveland, Ohio 


Manufacturers of a Complete Line of Accident-Prevention Equipment 
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A age Sens a et 


October 22 | 


A New Low-Cost Foam Tool 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 24"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 





Less than 20 gallons of water at a pressure: 
75 pounds or more are required per minue 
This is the only efficient foam unit availably 
for small lines. One gallon of Phomaid 
Solution makes 350 gallons of foam. 3001 
400 gallons per minute may be continuous) 
produced by merely pouring additional soli. 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask fa 
descriptive literature, prices and a demonste- 
tion of the Phomaire Unit illustrated at t 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


ne TNanufactu a 


NEWARK (iE J SE 


nANGAS "erry 
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Cleveland, Ohio 


To Gas Company Executives: 


Those executives who have inspected the 
new Niagara Two-Twenty gas fired winter air— 
conditioning unit have been liberal in their 
praise. 


Alert executives recognize the quickness 
with which homeowners all over the country will 
grasp the points of superiority of this gas 
fired unit — a most efficient combustion chamber 
with its radiating sections, a blower with unusal 
air capacity, a control mechanism quite remarkable 
in its automatic operation, and a compactness of 
design — the result of some real engineering skill. 
These, together with a smartness in appearance — 
line and color, with sparkling chromium highlights — 
make this an ideal appliance by means of which util-— 
ities can broaden their markets, a unit which makes 
the outside man's talk of gas utilization more in- 
teresting, and, for the showroom, inimitable in 
appearance and in sound talking points to put over 
the fact that gas, with this modern appliance, solves 
the house heating problem in cost, convenience and 
enjoyable living. 

Be sure to examine this Niagara unit at the 
Atlantic City exhibit, Booth 207-8. 





Very truly yours 
THE FOREST CITY FOUNDRIES COMPANY 


Per W. L. Seelbach 
Sec'y — Treas. 


NIAGARA 


Two -Twenty 


GAS FIRED AIR-CONDITIONING UNITS 








Re ee kena eee 
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Important Details 


Here are girls counting and inspecting Dennison 
labels. They are adding the finishing touches to a 
fine job —checking and re-checking to insure the 
maintenance of Dennison’s high quality standards. 


Throughout the entire plant this same care and atten- 
tion to detail prevails. | Dennison sets certain high 
and exacting standards for its merchandise and noth- 
ing leaves the factory unless it meets these standards. 


Small details — but important to you and important 
to us—because they are the mark of a first class job. 


Dennison eMlanufachning So. 


Framingham Massachusetts 
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condo LE FRIGIDAIRE 
id 
* 





an 


2 Out of 3 
Refrigerators Sold 


by Utilities that handle several makes 


Are Frigidaires 


® The above figures are based on the actual six 
months sales of utilities that handle Frigidaire and 
1 to 7 other makes of refrigerator. 

In these utilities, where the purchaser has an 
Opportunity to compare value, Frigidaire’s 1936 sales 
amount to 67% of the total refrigerator sales volume. 

This is concrete evidence that Frigidaire is the 
outstanding refrigerator preference of the buying 
public...and further proof that you can do better 


with Frigidaire. 


FRIGIDAIRE CORPORATION - DAYTON, OHIO 











= 
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More kfficiency Per 


‘D. O. 


Reduced rates make efficiency imperative. Not in producing equipment 
alone. But buildings too! For time and money can be saved in the oper- 
ating and maintenance of doors through which men, merchandise and 
equipment must pass. In fact, inefficiency at this point often slows up 
things all along the line . . meaning a substantial loss on possible profits. 
Realizing this is the reason Utility Executives, for so many years, have 
favored the use of Kinnear Rolling Doors. They have learned the econo- 
mies of Kinnear Doors . . how they open UPWARD easily, conven- 
iently and quickly . . . are out of the way of damaging blows. . . save 
floor and wall space. And how their strong, durable construction insures 
their standing years of hard gruelling service. Just the details of the de- 
sign of Kinnear Doors tells a positive story. But actual installations 
throughout the country—big and small—that have given dependable, 
daily service for 10, 20, and 30 years, are proof of ‘‘More Efficiency 


Per D. O.” from Kinnear Doors. 





Consult us on all your door requirements, for Kinnear Doors are built in 
several UPWARD-ACTING types in wood or steel—for old or new 
buildings — manually or electrically operated —and for fire or service pur- 
poses. Would you like a complete Kinnear Catalog for your reference files? 
Also with our nation-wide sales and service organization we have a Sales 
Engineer located near you. And, upon request, we'll gladly have him study 
your needs and submit detailed recommendations. There’s, of course, no 
obligation. 


*DOOR OPENING 


THE KINNEAR MANUFACTURING COMPANY 
2060-80 Fields Ave. Columbus, Ohio 


INNEAR 


ROLLING two DOORS 
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TAYLOR 


COMPLETE COMBUSTION 


TAYLOR STOKERS 
AECO FURNACES 


(Water Cooled) 


AECO ASH HOPPERS 
mically 


Correct 


AND WE CAN PROVE IT! 














e 


IMERICAN ENGINEERING COMPANY 
HILADELPHIA e PENNSYLVANIA 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto , 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 

a =e . 
Write today for our new 
book “‘Copies—Their Place 
in Business.” It tells fully 


just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 








——— 
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THE CAREFUL INVESTOR JUDGES A SECURITY 
BY THE HISTORY OF ITS PERFORMANCE 


KERITE 
IN THREE-QUARTERS OFA CENTURY OF 
CONTINUOUS PRODUCTION HAS ESTABLISHED 
A RECORD OF PERFORMANCE 
THAT IS UNEQUALLED IN THE HISTORY OF 


INSULATED WIRES AND CABLES 
THE KERITE Wiseucec2 COMPANY I< 


NEW YORK CHICAGO SAN FRANCISCO 
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STANDARD TYPES 


NATIONAL 


GOELLER “GORILLA GRIP” 
CONNECTORS 


U.S. Patent Nos. 1,710,416, 2,046,942, 1,809,408, 
2,046,942 


TYPE “G” 
‘ TYPE “G” CABLE TAP 
90° CABLE TAP “N WITH COVER 





TYPE “PY” PARALLEL TYPE “PY” CABLE 
CABLE TAP Section Through TAP WITH COVER 
90° Cable Tap 
Main “Y” Designs, Tap “G” 
High Pressure Distributed Uniformly Over Large Area 
Insures Against Failure Due to Flow of Soft Copper Conductor 


IDEAL CONTACT PERMANENTLY MAINTAINED 
7 BY POSITIVE LOCKING MEANS 


A Feature Common to all ‘‘Gorilla Grip’’ Connectors 


TYPE “Y” LUG TYPE “S” CONNECTOR TYPE “G” LUG 


THERE IS A GOELLER CONNECTOR FOR EVERY CONDUCTOR 
NO MATTER WHERE IT TAPS OR TERMINATES 


jhe, ©=-:s Rational Electric 
rgh, Fa. 


wall PROOCLUCTS CORPOR 


2 Ie 
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(Utilities Almanack 


SS vc T O2. £:s —_— 


§ The Canadian Independent Telephone Association concludes convention, Toronto, 
Canada, 1936, 











§ National Metal Show and Convention of American Society for Metals open, 
Cleveland, Ohio, 1936. 





{ American Water tees Association, New Jersey Section, ends convention, Atlantic 
City, N. J 





§ American Water Works Association, Minnesota Section, will hold convention, 
Minneapolis, Minn., November 6, 7, 1936. 





§ American Gas Association opens annual convention, Atlantic City, N. J., 1936. 








{ Association of Railway Electrical Engineers starts meeting, Chicago, Ill., 1936. 
{ Electrical Equipment Committee, E. E.1., ends session, Rochester, N. Y., 1936. 





§ American Water Works Asso., N. C. Sec., ends meeting, Charlotte, N. C., 1936. 
{ American Water Works Asso., Mo. Sec., ends convention, Kansas City, Mo., 1936. 





§ American Water Works Association, Virginia Section, begins meeting, Charlottes- 
ville, Va., 1936. 








{ National Aggostation, of Railroad and Utilities Commissioners will hold meeting, 
Atlantic City, N. J., November 10-13, 1936, 








§ National Municipal ioeres ar hold annual conference on government, Toledo, 
Ohio, November 16, 17, 


—~ NOVEMBER —_— 














qT Highway Bosegeh Board of National Research Council will hold annual meeting, 
/ashington, D. C., November 18-20, 1936. 





{ American Society of Mechanical Engineers will convene for annual session, New 
York, N. Y., November 30-—December 4, 1936. 





{ National Exposition of Power and Mechanical Engineering will be held, New York, 
N. Y., November 30-—December 5, 1936. 











{ American Sartiinte a4 Electrical Engineers will hold convention, New York, N. Y., 
December 25-29, 
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Competition in Natural Gas 


It involves not only conflicts between the gas companies them- 

selves but also between the gas companies and the producers 

of coal, oil, and electricity, and it creates some troublesome 
regulatory problems. 


By C. EMERY TROXEL 


OMPETITIVE forces affect, di- 
9 rectly or indirectly, the public 

utility aspects of the natural 
gas industry. This competition may 
be from other commodities which per- 
form a similar service or it may result 
from a clash of several corporate units 
of the natural gas industry. Rate 
making and other significant regula- 
tory activities may be altered when 
these competitive conflicts are in evi- 
dence. 

Competitive practices which affect 
natural gas service may be expressed 
in these forms: (a) the displacement 
of manufactured gas service; (b) the 
competition between two or more nat- 
ural gas companies which serve the 
same city or marketing area, and (c) 


the competition of natural gas with 
alternative fuels. The battle of the 
natural gas, coal, and fuel oil interests 
for the opportunity to serve the indus- 
trial market has been an especially in- 
teresting development. 

The recent construction of a large 
number of long-distance pipe lines 
brought natural gas to municipalities 
which formerly had been served with 
manufactured gas. Unless the dis- 
tance is too great, natural gas lines are 
able to offer a fuel with a heat con- 
tent nearly double that of manufac- 
tured gas at a lower comparative price. 
This competition might have ruined 
existing manufactured gas companies, 
but such consequences have been ob- 
viated often because manufactured 


559 





PUBLIC UTILITIES FORTNIGHTLY 


gas distributing companies or their 
holding companies have held custom- 
arily a part of the stocks or indebted- 
ness of the gas pipe lines. Had these 
manufactured gas companies, even in 
Chicago or St. Louis, evidenced no in- 
terest in the natural gas projects their 
market, particularly the industrial 
market, might have been invaded seri- 
ously by the natural gas companies. 
The usual result, however, has been 
the acceptance of natural gas by the 
former distributors of manufactured 
gas. In reality, the extension of the 
natural gas marketing area has result- 
ed largely in a shift from one type of 
gas service to another, rather than in 
vicious competition between compa- 
nies. 


HE California Railroad Commis- 
sion granted a natural gas com- 
pany a certificate of convenience and 
necessity to serve several California 
towns which were being served by a 
manufactured gas company on the as- 
sumption that an improved service 
would thereby be had in the towns in 
question.’ In a recent case the Idaho 
commission permitted the Western 
Public Service Company, which serves 
Salt Lake City and Ogden, Utah, to 
extend natural gas service to Poca- 
tello, Idaho, although a manufactured 
gas company was already serving the 
town.* The Idaho Supreme Court in 
sustaining the commission’s opinion 
concluded that a “different service” 
and “improved service” rather than 
“sheer competition” would be the re- 
sult of allowing the entrance of nat- 
ural gas service. Some disposition of 
1Re Southern Counties Gas Co. P.U.R. 
1916D, 887. 


2McFayden v. Public Utilities Consol. 
Corp. 50 Idaho, 651, P.U.R.1931E, 151. 


or an offer to buy the manufactured 
gas plant was not deemed necessary 
by the Idaho commission. 
Occasionally, electric public utilities 
have protested or otherwise delayed the 
extension of natural gas service. The 
volume of electric current used for 
water heating, cooking, refrigeration, 
or industrial purposes will be affected 
by the availability of natural gas, In 
California a natural gas utility was 
granted a certificate of convenience 
and necessity even though it was rec- 
ognized that the revenue of the exist- 
ing electric utility might decrease, 
because the consumers were believed 
to be “entitled to any and all financial 
relief that may accrue to them through 
this medium of lower-priced power.”? 


A CONFLICT of natural gas and elec- 
tric public utility services doubt- 
less will occur in the area which the 
Tennessee Valley Authority proposes 
to serve with electricity. Atlanta, 
Birmingham, Memphis, and _ other 
large and small towns of the old South 
now have natural gas service from the 
Southern Natural Gas Company. The 
TVA proposes to offer electricity for 
cooking uses from 1 to 2 cents per 
kilowatt hour. Natural gas engineers 
maintain that electricity must be 
priced at one cent or less per kilowatt 
hour to compete effectively with nat- 
ural gas. For example, in Tupelo, 
Mississippi—the much heralded vil- 
lage which uses TVA power—most of 
the natural gas cooking ranges have 
not been replaced by electric stoves. 
In earlier years when natural gas 
was carried much shorter distances, 
it was not unusual for gas customers 


8 Re Gas Fuel Service Co. (1933) 3 P.UR 
(N.S.) 55. 
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of a single city or town to receive their 
gas from several companies. During 
the nineteenth century this condition 
was not uncommon in Pennsylvania, 
Ohio, and Indiana. An abundant 
near-by supply of gas owned by com- 
petitive interests often led to low, even 
ruinous, rates. This period of com- 
petition between companies, with its 
duplication of pipe lines, may be 
likened to a similar period in the his- 
tory of other utilities when more than 
one street car, telephone, or electric 
light company operated in many towns 
and cities. 


pase in the newly developed 
gas producing areas, the presence 
or imminence of this problem of com- 
petition between several natural gas 
companies has come to the attention 
of the public utility commissions. An 
offer to a city or customers by another 
natural gas company is a constant 
threat to the company holding a non- 
exclusive franchise. For example, 
during a rate controversy in 1931 in- 
volving the Oklahoma Natural Gas 
Company, another organization, the 
Western Public Service Company, of- 
fered to sell natural gas in Oklahoma 
City for 40 to 42 cents per thousand 
cubic feet, a price which was substan- 
tially less than existing rates. 

The Kansas Supreme Court upheld 
an order of the state commission 


which granted the Wichison Indus- 
trial Gas Company the right to serve 
industrial customers in areas which 
were being served by operating units 
of the Cities Service System. In a 
similar situation the Missouri Public 
Service Commission allowed a second 
natural gas company to serve indus- 
trial consumers in Kansas City.’ The 
Missouri and Kansas commissions 
probably allowed competing compa- 
nies to enter because these commis- 
sions have been unable to regulate, in 
the main, the interstate activities of 
the Cities Service System. In circum- 
stances which were similar to the facts 
of the preceding cases, the Oklahoma 
Corporation Commission allowed a 
competitor to enter. The California 
commission, on the contrary, has de- 
nied the petition of a competing com- 
pany to enter an area which was al- 
ready satisfactorily served with nat- 
ural gas.” 


HE Montana Public Service Com- 
mission has several times faced a 
situation in which two natural gas 
companies were competing side by 
side for the same market. Duplicate 
4Kansas Gas & E. Co. v. Public Service 


Commission, 122 Kan. 462, P.U.R.1927A, 562. 
5 Re Industrial Gas Co. (1928) P.U.R. 


1929A, 516. 

6Re Muskogee Nat. Gas, P.U.R. 
1928D, 637. 

7 Re Western Nat. Gas Co. (1929) P.U.R. 
1930A, 307. 


Inc. 


“THE TVA proposes to offer electricity for cooking uses 
from 1 to 2 cents per kilowatt hour. Natural gas engineers 
maintain that electricity must be priced at one cent or less 
per kilowatt hour to compete effectively with natural gas. 
For example, in Tupelo, Mississippi—the much heralded vil- 
lage which uses TVA power—most of the natural gas 
cooking ranges have not been replaced by electric stoves.” 
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gas lines have been extended from 
some of the recently discovered gas 
fields in Montana to near-by towns. 
In some instances the gas rates have 
been so low and terms so generous 
that service was virtually free. As a 
consequence of this sort of competi- 
tion there has been a waste of gas and 
dissipation of capital invested in 
equipment. 

Illustrative of this competitive condi- 
tion in Montana was the fight between 
the Bowdoin Utilities Company and 
another concern to build transmission 
lines and to serve the towns of Glas- 
gow and Malta.* “. . . Neither the 
inclemencies of the winter season nor 
darkness arrested their efforts = 
to complete the gas lines in 1929. 
Each company began with a gas rate 
of 15 cents per thousand cubic feet. 
Customer service lines were installed 
by the companies; furnaces and 
ranges were installed free; when the 
gas supply was low, coal was supplied 
without charge to the consumers. 
Nearly every resident of the towns 
was using natural gas. Scarcely one 
year after this cut-throat competition 
the two companies were merged. Im- 
mediately the consolidated company 
sought an increase in the rates to a 75- 
cent top per thousand cubic feet. Al- 
though the commission permitted the 
desired increase, it permitted neither 
the inclusion in the rate base nor the 
amortization of the value of the dupli- 
cations of investment which resulted 
from the competition. 


iy another case two competing nat- 
ural gas companies were serving 
Kevin, Montana, which is near the 


8 Re Bowdoin Utilities Co. (1930) P.U.R. 
1931B, 20. 


Kevin-Sunburst gas field. Again ex. 
travagantly low flat rates resulted 
from competition. The Montana Sv- 
preme Court disapproved of such com. 
petition and deprecated the reliance 
upon it as a substitute for adequate 
regulation.® There is, however, no 
law in Montana which explicitly re. 
quires an exclusive franchise for pub- 
lic utility service; consequently, the 
court was obliged to recognize the 
presence of competition in the forma- 
tion of natural gas rates. 

The Great Northern Utilities Com- 
pany met, in a truly cut-throat fash- 
ion, the competition of the Citizens 
Gas Company at Shelby, Montana.” 
Retaliatory rate reductions were made 
by these companies until the rate fell 
to 15 cents per thousand cubic feet. 
At this juncture the public service 
commission, at the request of the Citi- 


zens Gas Company, ordered an in- § 


crease in the rates of the Great North- 
ern Company to the level of that of 
the competing organization. While 
the Montana Supreme Court upheld 
the latter order of the commission,” 
the Federal District Court decided 
that the state had the right to lim- 
it the number of gas companies, 
but after having granted certificates 
of convenience and necessity, the state 
could not deny these rivals “. 

the right of necessity to fight to a 
finish. . . .”™ The United States 
Supreme Court, however, reversed the 


decision of the Federal District Court, 


8 Public Service Commission v. Blue Flame 
Gas Co. P.U.R.1926D, 314. 

10 Public Service Commission v. Great 
Northern Utilities Co. P.U.R.1929B, 176. _ 

11 Great Northern Utilities Co. v. Public 
Service Commission, 88 Mont. 180, P.U.R. 
1930E, 134. 

12 Great Northern Utilities Co. v. Montana 
Pub. Service Commission, 52 F. (2d) 802, 
P.U.R.1931E, 1 
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COMPETITION IN NATURAL GAS 





Competition Not Eliminated 


ad partir of the peculiarities under 
which natural gas service is ren- 
dered, there are instances of competitive 
strife between two natural gas companies 
endeavoring to serve the same market. 
Despite the prevailing belief that public 
utilities are untouched by competition, it is 
apparent that natural gas companies en- 
counter effective competition from other 


fuels.” 





for it appeared that prohibition of un- 
reasonably low rates, which might im- 
pair service, was not an “infringement 
of any constitutional right.” * 


) gperscnngs ries regulation or what 
gives comparable results, a poorly 
manned commission, often explains 
inter-utility competition. Before the 
days of public utility regulation, com- 
petition was a common means of rate 
adjustment: the company which had 
the resources to withstand severest 
punishment was victor. Meanwhile, 
however, the property suffered; the 
efforts expended in driving out com- 
petitors often left the utility’s plant 
in a state of serious disrepair. Pres- 
ent instances of competing natural gas 
companies have been noted in Mon- 
tana, Oklahoma, Kansas, and Mis- 
souri. These cases of competition 
have been permitted by the regulatory 
bodies in the absence of exclusive 
franchise or indeterminate permit stat- 
utes. Such examples of competition 
are tantamount to an admission that 
existing regulation is ineffective. 
18Montana Pub. Service Commission v. 


Great Northern Utilities Co. 289 U. S. 130, 
P.U.R.1933C, 225. 


The internal competition of natural 
gas companies has already been de- 
scribed. Competition from nonpublic 
utility sources also presents interest- 
ing and difficult problems. Natural 
gas as a public utility service is not 
free from competition even though 
the monopolistic feature is a generally 
recognized characteristic. A natural 
gas utility may have won the exclu- 
sive right to serve natural gas, but 
this does not give it exclusive control 
of the sale of other fuels. 

This competition among the several 
sources of heat energy, 1. e., coal, nat- 
ural gas, fuel oil, and sometimes elec- 
tricity, is of such nature as to affect 
most intimately the whole natural gas 
industry. Many recently constructed 
long-distance natural gas pipe lines 
have been built into areas served by 
other fuels, thereby increasing the im- 
portance of this issue. Although the 
availability of competitive fuels may 
influence rates charged for gas sold 
by utilities, particularly for industrial 
use or house heating, the control of 
prices of these competitive fuels is 
usually beyond the power of state pub- 
lic service commissions. 
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A’ public utilities have increased 
their industrial and commercial 
service, additional competition of this 
type has been encountered. The high 
R.T.U. content of natural gas, its 
abundant supply, and comparatively 
low rates have been principal factors 
in making competition significant in 
the natural gas industry. The strug- 
gle for the annexation of the indus- 
trial fuel market and the house-heat- 
ing load brings coal, fuel oil, and nat- 
ural gas into sharp conflict. Compe- 
tition of electricity is usually not 
encountered, except for domestic 
cooking. 

Competition is acute between nat- 
ural gas, fuel oil, and coal where they 
have all sought the privilege of serv- 
ing the iron and steel industry, elec- 
tric power generating stations, and 
general manufacturing industries with 
fuel. Likewise, wherever manufac- 
tured gas service is eliminated by the 
entrance of natural gas, a reduction in 
coal or fuel oil consumption is occa- 
sioned. In parts of the ceramic in- 
dustry and in other industries requir- 
ing careful heat control, however, gas 
companies encounter a minimum of 
competition from other fuels. 


} secur shinai resulting from the 
cost of transportation, as well as 
factors which affect the changes in the 
supply of or demand for the different 
fuels, are influential items in the 
geographic characteristics of this com- 


petition. Coal can scarcely compete 
with oil or gas in or near the large oil 
and gas fields. Natural gas rates es- 
tablished by public utility commissions 
in states of abundant gas reserves are 
often so low as to bar competition 
from all fuels save oil. Because of 


their usual common _ geographic 
source, natural gas and fuel oil often 
compete side by side for the right to 
serve the fuel needs of industry. 

This geographic variation of com- 
petition among natural gas, coal, and 
fuel oil may be summarized by areas 
of the country. Natural gas and fuel 
oil have cut heavily into the Pacific 
coast market for coal. As a result of 
the low price for fuel oil in California 
—the supply of fuel oil was particu- 
larly abundant for several years be- 
fore 1931—and extensive natural gas 
supplies, there has been active com- 
modity or service competition in Cali- 
fornia; the Standard Oil Company of 
California entered recently the field 
of natural gas transmission as a means 
of self-protection. 

Likewise, natural gas and fuel oil 
come into sharp conflict in the Mid- 
Continent, Mississippi river, Gulf 
coast, and Chicago areas. Natural gas 
has been replacing fuel oil in Louisi- 
ana. When the price of fuel oil 
dropped in 1930 and 1931, this fuel 
partially replaced natural gas for some 
industrial uses in areas near the Mid- 
Continent and Gulf coast oil fields. 


I* the Rocky mountain area natural 
gas is displacing both fuel oil and 
coal; coal sales, in particular, have 
suffered from the entrance of natural 
gas. In the Appalachian area natural 
gas and coal have become more nearly 
adjusted to respective types of uses. 
Natural gas costs in the earlier years 
of the Appalachian and Ohio fields 
were lower than coal. As the cost of 
serving gas in eastern states has in- 
creased, the sale of gas at prices below 
the cost of coal for all uses has tended 
to disappear. 
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During the early years of the pres- 
ent depression, the oil fields of the 
Southwest and the Pacific coast were 
producing oil in excess of market 
needs. At the refinery fuel oil might 
be had for 10 to 25 cents per barrel. 
Coal prices were lower and coal in- 
terests were urging the sale of im- 
proved automatic stokers. Nearly all 
the natural gas utilities in these areas 
were forced to lower their rates from 
10 to 25 per cent. Usually lower pub- 
lic utility rates increase the volume of 
sales, but these reductions were dictat- 
ed rather by the necessity of meeting 
competitors’ prices and, thereby, as- 
suring retention of the existing busi- 
ness. 

Since 1928 natural gas pipe lines 
have entered regions which had, in the 
main, used coal as fuel. Several of 
these lines have been extended on the 
basis of previously signed industrial 
contracts. In addition, a _ sizeable 
cooking and house-heating load has 
been added. The large pipe lines to 
Chicago, Minnesota, Colorado, Utah, 
and Georgia are noteworthy instances 
of public utility natural gas ventures 
which have encountered opposition 
from the coal industry. 


——- the displacement of 
coal by natural gas also affects 
such railway revenue as is derived 
from the transportation of coal. Rail- 


way rates on coal may be lowered to 
areas in which the competition with 
natural gas and coal is dominant. 
This possibility of a rail rate change 
on coal is an aspect of the competitive 
situation which must be recognized by 
the natural gas interests. As an argu- 
ment against a general reduction in 
railroad rates on coal, natural gas in- 
terests assert that they are interested 
in only 5 per cent of the fuel market 
now served with coal. 

Coal mine owners, coal dealers, and 
laboring groups have opposed some of 
the recent gas pipe-line extensions. 
These interests, for example, are or 
have been aligned to prevent the en- 
trance of natural gas service into 
many midwestern cities. The Nation- 
al Coal Association opposed some fea- 
tures of the NRA Code for the natur- 
al gas industry; among the criticisms 
offered by it is the sale of natural 
gas at lower rates to industrial than to 
domestic customers. The coal indus- 
try believes, also, that each class of 
customers should bear an equal pro- 
portion of the fixed charges—a posi- 
tion dictated purely by their self-in- 
terests. 


| Utah, coal-mining towns and rail- 
roads urged the Utah Public Utili- 
ties Commission to deny the Western 
Public Service Company permission 
to pipe natural gas to Ogden and Salt 


= 


cs competition among the several sources of heat 
energy, 1. e., coal, natural gas, fuel oil, and sometimes elec- 
tricity, is of such nature as to affect most intimately the 


whole natural gas industry. 


Many recently constructed 


long-distance natural gas pipe lines have been built into 
areas served by other fuels, thereby increasing the impor- 


tance of this issue.” 
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Lake City.* It was estimated that 
850,00 tons of coal would be displaced 
by the introduction of natural gas into 
these Utah towns. Moreover, Utah 
coal producers also had been losing 
gradually in the Pacific coast fuel 
market. The Utah commission, after 
considering the “comfort, conven- 
ience, and welfare” of the coal-mining 
towns, concluded that its duty to 
“Utah citizens in general’ required 
that the petition be granted. 


Sos abet in price, and the effi- 
ciency with which the several 
fuels are consumed, limit a precise 
comparison of natural gas, fuel oil, 
and coal. Also, the cost of equipment 
for the consumption of these fuels is 
another consideration. In addition, 
natural gas is reputedly cleaner and 
more convenient than either coal or 
fuel oil. Such empirical matters as 
the relative convenience of handling 
or the cleanliness of a fuel may only 
be approximated. 

Several writers have submitted data 
or opinions which permit a partial 
comparison of these fuels. On the 
basis of B.T.U. content one writer 
made the following estimate of com- 
parative costs, West Virginia coal 
selling at $7 per ton, natural gas at 48 
cents per thousand cubic feet, and 
fuel oil at 8 cents per gallon: ® 


Natural gas 
Bituminous coal 


The same writer asserts that in 
“general practice,” however, 20,000 
cubic feet of natural gas or 3% barrels 


14 Re Ogden Gas Co. (1928) P.U.R.1929B, 
127; Re Denning, P.U.R.1931C, 136. 

18 Dockeray, J. C., “A Summary of Natural 
Gas Utilization and Costs,” Journal of Land 
& Public Utility Economics, Vol. 8, p. 311, 
Aug. 1932. 


of fuel oil are usually considered equal 
to one ton of “good” coal. Applying 
these comparisons the following costs 
of fuel are obtained: 


Natural gas 
Bituminous coal 


For industrial uses one engineer has 
compared Illinois coal at $6 per ton 
to natural gas at 31.8 cents per thou- 
sand cubic feet and West Virginia 
coal to natural gas at 21.8 cents." 
Another writer would not “ 
hesitate to recommend natural gas to 
the average small industrial plant op- 
erator whenever its B.T.U. cost does 
not exceed the B.T.U. cost of oil by 
more than 15 per cent.” ” 


Sera an of the Columbia Gas 
and Electric system assert that 
natural gas for refrigeration is worth 
$3 per thousand cubic feet because no 
other service will perform the same 
task at a lower price. The use of nat- 
ural gas for cooking would be worth 
$2.50 per thousand cubic feet, and for 
water heating $1.25 per thousand 
cubic feet, compared to the next 
cheapest fuels. The same officials be- 
lieve that natural gas for house heat- 
ing cannot be sold for a price in excess 
of 75 cents per thousand cubic feet. 
These rough estimates indicate com- 
parisons of fuels in the domestic mar- 
ket. Wherever competition is faced, 
and this is commonly the case, such 
empirical calculations must be given 
weight in the formulation of natural 
gas rates. In brief, competition from 
alternative fuels may force natural 

16 Thrig, H. K., “The Economics of Natural 
Gas Utilization,” Coal Age, Vol. 36, p. 132, 
March 1931. 

17 McHugh, A. D., “Natural Gas and Fuel 


Oil Compared,” Power, Vol. 71, pp. 480-1, 
March 25, 1930. 
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gas companies to grant rates for in- 
dustrial or house-heating customers 
which are comparable to the costs of 
other fuels even though these rates 
do not cover the costs otherwise as- 
sessable to these types of service. 


The presence of some degree of 
competition from alternative fuels for 
all uses of natural gas introduces an 
additional factor into the regulatory 
rate-fixing process. To what extent 


should actual or potential competition 


from other fuels be considered in 
making rates for a natural gas utility? 


Because of the peculiarities under 
which natural gas service is rendered, 





er ton there are instances of competitive For example, should lower rates be 
_ thou- strife between two natural gas com- granted to customers who may easily 
rginia Hi panies endeavoring to serve the same turn to other fuels than to customers 
ents. market. Despite the prevailing be- less able or willing to adopt other 
a lief that public utilities are untouched fuels even though the former custom- 
Bas to by competition, it is apparent that ers should be assessed a higher cost 
nt op- natural gas companies encounter ef- per unit of service than the latter 
+ does fective competition from other fuels. group? 
oil by 
: bo Odd Phone Facts From Abroad 
worth HE Soviet Stakhanoff (speed-up) movement some weeks ago had 
Mescow telephone subscribers really burning up. For several 
ise no months previous, it seems, phones had rung at all hours of the day and 
same night and, when answered, no reply was received although breathing 
could be heard at the other end of the wire. A foreign newspaper 
f nat- correspondent finally solved the mystery. “It was both annoying and 
worth puzzling,” he wrote confidentially. “At first I thought it was the 
OGPU checking up on me to see if I was at home, but now that I have 
d for found out, I’m more sore than ever. It’s Stakhanovism. A big dope of 
1sand an inspector walks around the telephone exchange with a stop watch in 
his hand making calls at random from the directory. He listens while 
next the operator makes the connection and then checks the time taken to 
ls be- complete the call. What about the subscribers? Nuts to the sub- 
heat scribers! And believe me I’m going nuts if it doesn’t stop pretty soon.’ 


In Yugo Slavia the “better element” has started to check up sub- 
XCESS scribers to the governmentally owned telephone service. In Zagreb, 
feet. subscribers received a declaration which each must sign before service 
will be renewed. The declaration pledges that the telephone will not be 


com- used for “forbidden conversations.” Forbidden conversations include 
mar- subversive political discussions, anti-religious, or immoral talks or mes- 
sages directed against the “public, personal, or economic security of the 
aced, nation.” In addition, scolding, cursing, or arguing with the operators 
such are banned. It is reported that some of the more independent Zagreb 
iain subscribers have refused to sign up. 
For years angry telephone subscribers of Britain have complained 
tural about the poor night service. For just as many years the post office, 
‘rom operating the telephone service there, has replied that the let-down dur- 
ing the evening and night hours is due in part to the fact that male 
tural operators have to be employed after 8 o'clock. Efforts were made to 
get the girl operators to consent, for extra pay, to work at night. Now 
itural the representatives of the girls, in conclave at Southpart, have just told 
132, the post office authorities that they prefer their free evenings to extra 
pay. They branded the official suggestion that they should work after 
ot 8 o'clock as “iniquitous.” 
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The Model Commission, 
An Iridescent Dream 


A public utility commission that will please everybody 
simply isn’t in the picture, in the opinion of the author 


By HON. WILL M. MAUPIN 
COMMISSIONER, NEBRASKA STATE RAILWAY COMMISSION 


MAJORITY of citizens of voting 
A age today have little or no 
recollection of the stirring days 
of populism back in the early 90’s 
when John J. Ingalls of Kansas was a 
powerful political figure—and Mary 
Ellen Lease of the same “prairie state” 
was even more powerful. When some 
idealist with a scheme proposed to 
Senator Ingalls that he join a move- 
ment to purify politics, the waspy 
Kansan replied : 

“The purification of politics is a 
damned iridescent dream.” 

Later, when asked to reply to Mrs. 
Lease when she broke out into songs 
of rejoicing over Ingalls’ defeat, In- 
galls refused, saying: 

“Only two classes of people mutilate 
the dead—Indians and women.” 

After reading Mr. Baty’s first of a 
series of two articles * on what he calls 
“A Model State Commission for Util- 
ity Regulation,’ I was reminded of 
Senator Ingalls’ observation about the 


1Pusric Urtitities Fortnicutiy, August 
13, 1936, issue at p. 187; August 27, 1936, 
issue at p. 241. 


purification of politics, and when the 
time comes when I may be a candidate 
for reélection and meet defeat, if de- 
feat is ordained, I shall probably recall 
his observation when asked to reply to 
Mrs. Lease. 

It so happens that I belong to that 
minority of state utility commissioners 
who are not members of the legal pro- 
fession. I am just a common, garden 
variety newspaperman—not a journal- 
ist—of more than forty years’ experi- 
ence, with a confirmed habit of trying 
to get at the real facts of all cases 
coming before me, without winding in 
and out through a maze of legal tech- 
nicalities, citations, objections, and 
what have you, that seem to be the 
chief stock in trade of most attorneys. 
Just why a utility commissioner—or 
even a congressman—should be an 
attorney is beyond my ken. Every 
utility commission has ready to hand 
an amplitude of legal advice from duly 
elected or appointed attorneys. In 
point of service as a utility commis- 
sioner, duly elected by the largest ma- 
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jority ever given a candidate for the 
office in the grand old state of Nebras- 
ka, I am one of the juniors. 


X a veteran newspaperman I early 
contracted the habit of trying to 
get all the salient facts in time to catch 
the first edition, and for the life of me 
I cannot accustom myself to the long, 
drawn-out, quibbling, objections, cita- 
tions, and cross references that come 
out at practically all of the hearings 
where the three commissioners sit. 
My two colleagues are attorneys, and 
seem to dote on that sort of thing, but 
not me. Many hearings of the Ne- 
braska commission are held with one 
commissioner sitting, and I have 
found it comparatively easy when sit- 
ting alone to get the warring factions 
together in an across-the-table confer- 
ence and reach an agreement, thus 
avoiding a long hearing, with every 
indication of an appeal to the court by 
the losing side. 

With all due respect to my beloved 
colleagues, attorneys at law, I insist 
that the public would be better served 
and public business expedited if we 
had less law and more common sense 
in the administration of the statutes in 
such cases made and provided. 

Right here I would like to para- 
phrase one of the immortal sayings of 
Lincoln : 

As a utility commissioner it is pos- 
sible to please some of the people all 
the time, all of the people some of the 
time, but it is impossible to please all 
of the people all of the time. 


HORTLY after I was inducted into 
office one of my legal colleagues 
drafted a bill to present to the legisla- 
ture, said bill fixing the qualifications 
for the office of state railway commis- 
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sioner. Naturally, being a lawyer, he 
proposed that the qualifications would 
be similar to those for the office of 
judge of the district court. The en- 
actment of such a bill into law would 
mean that trained business men, engi- 
neering experts, and even veteran 
newspapermen, would be barred. He 
presented his bill to a joint meeting 
of the house and senate judiciary com- 
mittees, which gave him a patient 
hearing. I countered with a bill pro- 
posing that only graduates of an ac- 
credited school of journalism, with ten 
years’ experience in actual newspaper 
work, should be eligible for the office 
of state railway commissioner. Need- 
less to remark, both bills died in com- 
mittee. 

I am willing to announce my agree- 
ment with all of Mr. Baty’s sugges- 
tions, save one. That is, that he has 
suggested a model commission. He 
has fallen far short, as will all others 
who aim at the same objective, in pic- 
turing a commission that will satisfy 
even a small minority of the electorate. 
The utility commission that will please 
all parties, or even a minority, is yet 
to be organized. The time may come 
when such a commission comes into 
being, but it will be coincident with 
the purification of politics. Just “sup- 
posin’” that we had such a commis- 
sion as Mr. Baty outlines. It would 
be hailed with considerable rejoicing, 
and more suspicion. The moment it 
rendered its first decision in a utility 
rate case it would be damned from 
Dan to Beersheba by the losing side. 


HE Nebraska commission was es- 
tablished in 1907 by constitution- 
al amendment. At every biennial ses- 
sion of the legislature since that time 
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Might As Well Be Philosophical 
& p 
“ars great fun—and a lot of hard work—being a state utility 


commissioner. 


There is no better vantage point from which 


to study human nature in the raw—and some of it is pretty raw. 

On the whole, however, most folk are inclined to be fair and willing 

to listen to reason. The trouble is that the unfair and unreasoning 
minority is so awfully vocal.” 





an effort has been made by some leg- 
islator to secure the submission of an 
amendment to repeal the constitution- 
al provision. So far it has been 
impossible to secure a majority of 
100 members of the house and 33 
members of the senate in favor of 
the proposition. What will happen 
in the 1937 session is problemati- 
cal. The 1937 Nebraska’s legisla- 


ture will be unicameral, with only . 


43 members. Usually the argument 
for abolishing the commission centers 
around the charge that no sooner is a 
commissioner defeated for reélection 
than he is grabbed off by a public 
utility at a fat salary; that the com- 
mission is only a “training school” 
for the utilities. Too many people 
believe that charge. But the facts 
are that while 18 men have served, or 
are serving, on the Nebraska commis- 
sion, only 2 left the commission to 
become directly connected with public 
utilities. One of them is Harry G. 


Taylor, like myself a newspaperman, 
who is admittedly one of the best com- 
missioners any state ever had. He is 
now associated with the association of 
railroad executives. The other is John 
W. Curtis, who, weary of unjust criti- 
cisms, declined a renomination and en- 
tered the employ of an electric utility. 
Another, Thorne Brown, another 
newspaperman, defeated for reélec- 
tion, was employed by the Omaha 
Chamber of Commerce, and a few 
years later became connected with the 
electric utilities. 


) fe maga that when I retire from 
office, voluntarily or otherwise, the 
public will demand that I select the 
most convenient hole, crawl in, and 
pull the hole in after me. If I refuse, 
and take advantage of the experience 
gained as a commissioner trying to 
earn an honest living, even if em- 
ployed by a public utility, I will be 
damned as a corporation tool and the 
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betrayer of the public that was good 
enough to elect me to office. I ask 
you, and Mr. Baty, in all seriousness, 
how are you going to devise a model 
commission that will take care of that 
sort of situation? 

Right now we have in a certain mid- 
western state, not named for obvious 
reasons, a duly nominated candidate 
for utility commissioner who starts 
off his campaign propaganda with this 
printed statement : 


This is a commission for the people and 
by the people, which is being used by the 
utilities for the utilities, with the people 
paying the bill. 

If this candidate—who reminds me 
so much of a candidate of ancient 
days, named Absalom—means that 
“for the people and by the people’ in- 
cludes only those who are patrons of 
public utilities, his campaign declara- 
tion starts off with two bald misstate- 
ments. I prefer, in this instance, to 
use the word “misstatement” rather 
than the “short and ugly word” men- 
tioned by the late Theodore Roosevelt. 
I hold it to be just as much my duty to 
protect the honest and legitimate pub- 
lic utility—and there are many such— 
from the unjust demand of the public, 
as it is to protect the public from the 
unjust exactions of a public utility. 
Unfortunately there are those who 
think they are always right and the 
public utilities always wrong. Can 
any utility commission of human 
origin take care of a situation like 
that? 


Ae the public utility is repre- 
sented by expert legal advice, 
while the inarticulate public is too 
often lacking in proper facilities for 
presenting its side of the controversy. 
In that event I am old-fashioned 


enough to believe that it is my duty 
to see that the public gets an even 
break. The trouble is, that if after 
hearing all the evidence, and getting at 
the laws applicable thereto, the case is 
decided in favor of the public utility, 
the commission is too seldom credited 
with giving the public an even break. 
Will Mr. Baty’s proposed model com- 
mission cure a situation like that? 

Much as I regret to admit it, the 
fact is that the real facts of a case sel- 
dom if ever catch up with the wrong- 
ful ideas of the public. Let me cite an 
example. 

During a recent street car strike 
in Omaha about a thousand, more 
or less, jitneys started up. Every 
automobile junkyard in that city was 
raided to secure anything in the sem- 
blance of an automobile that would run, 
and these jitneys crowded the streets. 
The Nebraska commission has juris- 
diction over all motor vehicles carry- 
ing passengers for hire. This, of 
course, includes busses and taxicabs. 
The law requires that all motor vehi- 
cles so operated must first secure cer- 
tificates of public convenience and ne- 
cessity, and carry proper insurance. 
We commissioners made oath that we 
would enforce the laws. When we 
insisted that these jitney drivers obey 
the law by securing certificates and 
carrying the prescribed insurance, we, 
the commission, were damned up one 
side and down the other as being con- 
trolled by the street car company. So 
far as I was concerned ten thousand 
jitneys could run if only the drivers 
obeyed the laws I was sworn to en- 
force. 

Can Mr. Baty assure me that his 
model commission can take care of 
a situation like that? 
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I AM like the man who saw his first 
hippopotamus—“there ain’t no 
such animile” as a utility commission 
that will work to the satisfaction of 
everybody, or even a majority. Cer- 
tainly it will not be made up of men 
who, like Absalom, stand at the way 
of the gate and assure all comers that 
they, and they only, are able to secure 
justice for all. The commissioner 
who does his duty as he sees it, who 
honors his oath by “totin’ square,” 
will have the soul satisfaction that 
comes from such a course, but if he 
expects the general public to be a unit 
in giving him credit for such action 
he is going to retire from office a sad- 
ly disappointed man. 

No, I am not pessimistic. My ex- 
perience of nearly two years as a state 
utility commissioner has been about 
what I expected. I did not expect to 
win popular approval of all my acts. 


Neither did I expect to escape criti- 


cism. I have not been disappointed. 
I have had my fair share of both, ac- 
cepting the one with a gratified smile 
and the other with charity for the 
critics. 

To my mind the model commission 
will be one whose members, elected or 
appointed, will do their duty as they 
see it, administering the laws without 
fear or favor, paying no attention to 
the attacks of the disgruntled or the 
snarls of the critics, and without an 
eye to reélection. 

That is what every commission 
should be, and usually is, despite what 
any number of self-appointed guar- 
dians of the people may or may not 
say. But even that commission will 
be subject to the same old attacks of 
the modern Absaloms who “steal the 
hearts of the men of Israel.” 


A for my reélection four years 
hence—that is on the knees of 
the gods. It may be that I, like two 
or three of my predecessors, will have 
grown weary of senseless criticism 
and insane prejudice and be willing to 
retire to private life. If a majority 
of the electors so desire I will be re. 
élected. If they turn me down, as 
they have a right to do, it still re- 
mains a fact that they have no moral 
right to condemn me if I continue to 
endeavor to earn an honest living, even 
if in that endeavor I accept a position 
with a public utility. 

It’s great fun—and a lot of hard 
work—being a state utility commis- 
sioner. There is no better vantage 
point from which to study human na- 
ture in the raw—and some of it is 
pretty raw. On the whole, however, 
most folk are inclined to be fair and 
willing to listen to reason. The 
trouble is that the unfair and unrea- 
soning minority is so awfully vocal. 
I am trying my best to satisfy the 
fair, honest, and unprejudiced. For 
the others I don’t give even one whoop 
in a rain barrel. I made a reasonable 
good living for myself and family as 
a newspaperman for more than four 
decades before becoming a utility com- 
missioner, and I am vain enough to 
believe I can keep right on making it 
after quitting public office, voluntarily 
or otherwise. 

A public utility commission that will 
please everybody? It simply isn’t in 
the picture. My duty as a citizen, and 
as a public official, as I see it, may be 
summed up in the words of the 
Prophet Micah: 


And what does the Lord require of thee, 
but to do justice, to love mercy, and to walk 
humbly with God. 
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Private Offerings and Sales 
of Utility Securities 


To escape burden of registration under Securities Law 


Tue financial savings from the private sale of securities are now so sub- 

stantial as the result of recent Federal legislation that it would not be 

surprising, in the opinion of the author, if the trend toward private, rather 

than public, disposition of utility securities would increase greatly in 
the immediate future. 


By LAURENCE W. LOUGEE 


lic service companies have pri- 

vately offered and sold entire new 
security issues to insurance companies, 
banks, and other institutions which 
have purchased for investment and not 
for resale. 

By adopting this method of financ- 
ing the utility companies have obviat- 
ed the necessity of “registering’”’ such 
securities under the Securities Act of 
1933 as amended, and have saved 
many millions of dollars in underwrit- 
ing commissions, registration fees, and 
other expenses which would ultimately 
have been borne by stockholders or 
consumers of the issuer. 

The volume of private offerings and 
sales of securities by well-known cor- 
porations is somewhat startling. For 
instance, one large public utility which 
had approximately $25,000,000 of 
bonds in the hands of numerous small 


| N recent months several large pub- 


investors at the time the Securities Act 
was passed, now has that entire 
amount held by seven insurance com- 
panies and one bank. Another utility 
which in 1933 had approximately 
$12,000,000 of bonds held by the pub- 
lic, now has over $10,000,000 held by 
six insurance companies. Comment- 
ing on this trend toward private 
financing, one metropolitan newspaper 
states that: 


Throughout the past eighteen months of 
extensive debt refunding it has been a known 
fact that large blocks of every high grade 
utility bond issue have been taken by in- 
stitutions. One investment banking house 
which does a large retail distribution busi- 
ness recently stated that only 5 per cent of 
the vast amount of bonds underwritten had 
gone into the hands of individuals. 


a Securities and Exchange 
Commission, in contrast with its 
policy of giving full publicity to sal- 
aries and bonuses which corporations 


1 New York Sun, July 24, 1936. 
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requested to be kept confidential, de- 
clines to make public any information 
or to give out any statistics about “pri- 
vate financing,’ and this in spite of 
the commission’s receiving detailed in- 
formation from each issuer following 
a private offering and sale of securi- 
ties. This policy of nondisclosure in 
cases of private financing, however, 
benefits such issuers in more ways 
than one. 

No one seriously doubts the worthy 
motives influencing the legislators who 
framed the Securities Act of 1933. It 
was their intention and hope that the 
act would obtain gilt edge securities 
for the small investor after disclosure 
by the issuer of all important facts. 


The act is directed merely at enforcing 
complete publicity and disclosure to the in- 
vestor of the elements necessary to insure an 
intelligent and informed judgment by which 
he may be guided in deciding whether or not 
he will purchase a security.® 
Private offerings and sales of se- 

curities without registration under the 
act have, however, resulted in keeping 
many of the most desirable security 
issues out of the hands of the individ- 
ual investor.2 The Securities and Ex- 
change Commission is cognizant of 
this tendency but both the act and the 
commission must share equally the re- 
sponsibility for this result. 


“-_—— reasons for the trend by 
issuers toward private offerings 
and sales of securities are not difficult 
to find. The average investor is not 
interested in receiving a voluminous 
prospectus often containing 50 pages 
or more of fine print and numerous 
charts. His needs would be satisfied 
with a 2- or 3-page prospectus which 
briefly sets forth the salient facts 


233 Columiba Law Review, 1220, 1223. 
3 See Securities Act Release No. 285. 


about the issuer and the security being 
issued. A company issuing securities, 
however, would hardly dare issue such 
a simplified prospectus in view of the 
rigid civil and criminal liabilities con- 
tained in the act for issuing a pro- 
spectus which contains 


an untrue statement of a material fact or 
omits to state a material fact necessary in 
order to make the statements, in the light 
of the circumstances under which they were 
made, not misleading.* 

The word “material” has been de- 


fined by the commission to mean 


such matter as to which an average pru- 

dent investor ought reasonably to be in- 

formed before purchasing the security reg- 

istered.5 

It will be seen from this definition 
that the issuer must decide in each in- 
stance what is “material” to an aver- 
age prudent investor, and because of 
the looseness of the definition usually 
feels that nearly all facts must be set 
forth in the prospectus if liability is 
to be avoided. 


peop liabilities attach to the in- 
formation contained in a registra- 
tion statement itself. No present 
board of directors of a company which 
has been in existence for a quarter of 
a century or longer wishes to assume 
responsibility for being able to set out 
all “material’’ facts which took place 
many years before they came into 
office. Then, too, in the case of 
large corporations a presently exist- 
ing board of directors cannot possibly 
have personal knowledge of all current 
transactions which might be regarded 
as “material.” 

It was only natural that issuers, as 
a result of these hardships, should 
turn to the Securities Act of 1933 it- 


#Section 12 (2). 


5 See Instructions: Form A-2. 
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PRIVATE OFFERINGS AND SALES OF UTILITY SECURITIES 


self to ascertain what methods of 
financing could be adopted without the 
necessity of preparing registration 
statements and prospectuses with their 
expensive printing costs and high ac- 
counting and legal fees, and especially 
without being subjected to harsh civil 
and criminal liabilities as the result of 
“strike” suits by unscrupulous hold- 
ers of just a few shares who are al- 
ways ready to capitalize on a law con- 
taining such rigid civil liabilities. 


[* analyzing the Securities Act of 
1933, public utility officials noted 
five main exemptions under which 
they might carry on refunding and 
new financing programs. Under the 
provisions dealing with “Exempted 
Securities” it was found that the com- 
panies could 


(a) Exchange securities with ex- 
isting holders if no commissions were 
paid for soliciting such exchange,® or 

(b) Issue securities in exchange 
for one or more outstanding securities, 
claims, or property interests or partly 
in such exchange and partly for cash 
—but only after a hearing as to the 
fairness of the terms and conditions 
of such issuance and exhange,” or 

(c) Issue a security which is part 
of an issue sold only to persons resi- 
dent within a single state or territory 
where the issuer, if a corporation, is 
incorporated and doing business,® or 

(d) Issue securities to the public 


6 Section 3 (a) (9). 


7 Section 3 (a) (10). 
8 Section 3 (a) (11). 


where the aggregate amount of such 
issue does not exceed $1,000,000.° 


N examination of these four ex- 
emptions revealed that in each 
instance the issuer would be confront- 
ed with restrictions or requirements 
inimical to sound financial programs. 
However, under the provisions of the 
act dealing with “Exempted Transac- 
tions” it was ascertained that an issuer 
could sell unlimited amounts of securi- 
ties without registration providing the 
same were “transactions by an issuer 
not involving any public offering.” ® 
Here, then, was one exemption which 
could be made use of if private pur- 
chasers of large issues could be found 
who would buy for investment and not 
for resale. 

As it happened, numerous institu- 
tions were awaiting just such an op- 
portunity to purchase high-grade se- 
curities. Outstanding among such in- 
vestors were insurance companies 
whose tills were bulging with cash re- 
ceived from premiums, and banks 
whose deposits were flooded due to the 
decline since 1929 in the security and 
real estate markets. A savings bank 
paying 2, 24, or 3 per cent interest 
found it a good financial policy to pur- 
chase privately a high grade issue of 
first mortgage bonds paying 4 or 4} 
per cent interest. 


e. Section 3 (b) and Rules 201, 202, 204-207, 


10 Section 4 (1). 


e 


“No one seriously doubts the worthy motives influencing 
the legislators who framed the Securities Act of 1933. 
It was their intention and hope that the act would obtain 
gilt edge securities for the small investor after disclosure 
by the issuer of all important facts.” 
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In discussing more fully these pri- 
vate offerings and sales the subject 
matter naturally divides itself into two 
main topics—what constitutes a pri- 
vate offering and sale, and—the ad- 
vantages and disadvantages resulting 
from such private financing. 


-_2 authorization for private of- 
ferings and sales of securities 
without registration, found in § 4 (1) 
of the Securities Act of 1933 as 
amended, provides in part that 
transactions by an issuer not involving any 
public offering 
are not subject to the provisions of § 
5 which prohibit use of the mails or 
any means or instruments of trans- 
portation or communication in inter- 
state commerce to sell or to offer to 
buy securities through the use or 
medium of any prospectus or other- 
wise. 

Neither the act nor the rules and 
regulations issued thereunder define 
what amounts to a transaction by an 
issuer “not involving any public offer- 
ing.” The act does specifically pro- 
vide that the terms “sale,” “‘sell,”’ 
“offer to sell,’”’ or “offer for sale” 


shall include every contract of sale or 
disposition of, attempt or offer to dispose 
of, or solicitation of an offer to buy, a secu- 
rity or interest in a security, for value; 1 


. was only natural that the Securi- 
ties and Exchange Commission 
and its general counsel, in answering 
queries as to what constituted a pri- 
vate offering and sale under the Se- 
curities Act of 1933 as amended, 
should for guidance turn to precedents 
found in the courts of England decid- 
ed under the various Companies’ Acts 


11 Section 2 (3). 


and to the decisions of various state 
courts in this country interpreting 
Blue-Sky Laws in effect in such juris. 
dictions. 

Thus in one important English case 
where the court was confronted with 
the phrase “offering to the public” it 
was stated that: 


No particular numbers are prescribed, 
Anything from two to infinity may serve; 
perhaps even one, if he is intended to be 
the first of a series of subscribers, but makes 
further proceedings needless by himself sub- 
scribing the whole. The point is that the 
offer is such as to be open to any one who 
brings his money and applies in due form, 
whether the prospectus was addressed to 
him on behalf of the company or not.!% 


In another English case holding an 
offer not to have been made to the 
public, the opinion comments that 

an offer is not the less made to the public 

because it is sent to shareholders or deben- 
ture-holders as well as to other persons, or 
because it is not advertised in the public 
newspapers. But if it is sent solely to the 
shareholders or debenture-holders of the 
company, there is no offer to the public. 
The distinction is between persons who are 
members or debenture-holders of the com- 
pany, on the one hand, and those who are 
not on the other.!8 
I° a subsequent English case the 
same court also decided that a 
prospectus marked “for private circu- 
lation only” and issued among the 
shareholders of companies in which 
the promoter was interested, was is 
sued to the public.” 

In still another case the English 
court was presented with a situation 
where a syndicate was formed to se- 
cure options to purchase certain prop- 
erty. The syndicate was incorporated 
under the Companies Act 1900 and a 


prospectus marked “Strictly private 


12 Nash v. Lynde (1929) A. C. 158; 45 T. 
ie ed 
13 Burrows v. Matabele, etc. (1901) 2 Ch. 


i4Re South of England, etc. (1911) 1 Ch 
573, 576. 
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Savings from Private Financing 


“NI MEROUS incidental savings would accrue to the 
corporation making a private offering and sale of tts 
securities such as the fees or charges of fiscal agents, paying agents, 
transfer agents, or registrars for authentication of bonds, cre- 
mation of securities, conversion of securities, purchases of se- 
curities for sinking funds, and redemption of bonds or notes 
at maturity, unless, of course, such fees or charges are based 
upon the principal amount of the securities rather than upon the 
number of pieces handled.” 





and confidential; not for publication” 
was printed and sent to friends by 
some of the directors without author- 
ity from the company. In an action 
by a subscriber to recover sums paid 
it was held that there was no offering 
of shares to the public. The court 
commented that an offer must be by 
the company and not by an individ- 
ual." 


the United States one California 
court decided that whether or not 


” 


a “public offering’ of securities was 
made depended on each particular set 
of facts involved and commented that 


the dividing line between securities which 
are issued for the purpose of being offered 
for sale to the public and those which are 
not may not be readily discernible in every 
instance. Each case must be decided upon 
its own particular set of facts.16 (Italics 
ours. ) 


15 Sherwell v. Combined Incandescent etc. 


23 T. L. R.-482 (Ch. Div. 1907). 
16 Ex parte Leach (1932) 215 Cal. 536. 


In the same jurisdiction another 
court stated that 


it is the offering and not the sale which 
must be to the public. 17 


‘oe importance of the “offering” 
as contrasted with the “sale” is 
also stressed in an authoritative article 
on the Securities Act of 1933, by A. 
A. Berle, Jr., entitled ““New Protec- 
tion for Buyers of Securities,” when 
he states that 

the point at which control is exercised 

is the act of offering securities for sale. 

There does not appear to be any 
decision of a competent court holding 
that in all instances any particular 
number of purchasers would consti- 
tute a “private offering.” 

Both the Securities and Exchange 
Commission and its general counsel 


have followed more or less the forego- 


“ - Black v. Solano Co. (1931) 114 Cal. App. 
7 
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ing precedents in deciding whether or 
not any particular transaction consti- 
tutes a private offering and sale. The 
general counsel to the commission, un- 
der date of January 24, 1935, issued 
an official opinion interpreting § 4 (1) 
of the act.”® It is well to consider in 
some detail the points mentioned 
therein as the Securities and Ex- 
change Commission adopts the same 
as the basis for determining whether 
a registration statement should have 
been filed in connection with any such 
private offering. 

In brief, the official opinion sets 
forth four principal factors upon 
which the determination will be made; 
namely, the number of offerees and 
their relationship to each other and to 
the issuer, the number of units offered, 
the size of the offering, and the man- 
ner of offering. 


N earlier opinion by the Federal 
Trade Commission to the effect 
that under ordinary circumstances an 
offering to not more than approxi- 
mately twenty-five persons is not an 
offering to a substantial number and 
presumably does not involve a public 
offering, is by implication revoked, 
and the determination of what consti- 
tutes a public offering is made a ques- 
tion of fact in which all surrounding 
circumstances are of moment. 
In discussing the question of the 
number of offerees, the general coun- 
sel states : 


You will note that this does not mean the 
number of actual purchasers, but the number 
of persons to whom the security in question 
is offered for sale. The word “offering” in 
this sense should not be limited to those 
cases wherein a formal proposal for a firm 
commitment is submitted. Any attempt to 
dispose of a security should be regarded as 
an offer. (Italics ours.) 


18 Securities Act Release No. 285. 


The opinion further states that 
“preliminary conversations” for the 
purpose of ascertaining which of vari- 
ous possible purchasers would be will. 
ing to accept an offer of the securities 
in question if it were made to them 
must be considered in determining the 
number of offerees and that any such 
preliminary negotiations or conversa- 
tions with a substantial number of 
prospective purchasers would be a 
public offering which would neces- 
sitate prior registration of the security 
in question. 

In considering further this item the 
general counsel expresses the opinion 
that 


the basis on which offerees are selected is of 

the greatest importance. 

It is pointed out that an offering to 
a certain number of persons chosen 
from the public at large on the 
ground that they are possible pur- 
chasers may be a public offering even 
though an offering to a still larger 
number of persons who are all mem- 
ber of a particular class, membership 
in which may be determined by some 
preéxisting standard, would be a pri- 
vate offering. The general counsel 
further comments that 


I also regard as significant the relation- 
ship between the issuer and the offerees. 
Thus, an offering to the members of a class 
who should have special knowledge of the 
issuer is less likely to be a public offering 
than is an offering to the members of a class 
of the same size who do not have this 
advantage. 


| is explained that this latter factor 
would be particularly important in 
offerings of securities to employees, 
where a class of high executive off- 
cers would have a special relationship 
to the issuer which subordinate em- 
ployees would not enjoy. 
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Two illustrations may help to clari- 
fy this item. One large public utility 
company was advised by counsel that 
an offering of approximately $10,- 
000,000 of its bonds to seven insur- 
ance companies and the purchase ther- 
of by six insurance companies was a 
private offering and sale which re- 
quired no registration, inasmuch as 
such number of offerees and pur- 
chasers for an issue of that size con- 
stituted an “insubstantial number.”’ 
Another utility was likewise advised 
by counsel that the offering of ap- 
proximately $17,000,000 of its bonds 
to eleven insurance companies and the 
purchase thereof by eight insurance 
companies and one bank, was a private 
offering and sale which did not require 
registration. In both instances, coun- 
sel for the purchasers were of the 
same opinion. 


Bhp the item, the number of units 
offered, it is the opinion of the 
general counsel that where many units 
are offered in small denominations or 
are convertible into small denomina- 
tions, there is at least an indication 
that the issuer of the securities recog- 
nizes the possibility or probability of 
a distribution of the securities to the 
public generally thereafter. On the 
other hand, he comments that 


if the denominations of the units are such 
that only an insubstantial number of units 
is offered, presumably no public offering 
would be involved. 


It is stated that the purpose of the 
exemption of nonpublic offerings 
would appear to have been to make 
registration unnecessary in those few 
cases where an issuer desires to com- 
plete a transaction or a few transac- 
tions of such a nature that the securi- 
ties in question are not likely to come 
into the hands of the general public. 
Also that whether or not the same or 
other securities of the same issuer are 
being offered at the same time should 
be considered in connection with the 
number of units offered. 

It is interesting to note the appli- 
cability of this item to the two private 
offerings and sales by public utility 
companies above mentioned. The 
seven insurance companies purchasing 
the $10,000,000 issue took only seven 
units in the form of temporary regis- 
tered bonds as follows: Three for 
$2,000,000 each, two for $1,750,000 
each, one for $500,000, and one for 
$350,000. The eight insurance com- 
panies and one bank purchasing the 
$17,000,000 issue took eight units in 
the form of temporary registered 
bonds: One for $6,500,000, one for 
$2,500,000, two for $2,000,000 each, 
two for $1,500,000 each, one for 
$500,000, and one for $169,000. 


NDER the item, the size of the of- 

fering, the general counsel states 
in regard to private offerings and sales 
of securities that 


= 


in volume and importance those of all other corporations, 


q “SINCE security issues by public utility companies exceed 


the management of public utility companies would do well 
to consider the substantial savings, including underwriters’ 
fees, which result from private offerings and sales of 
securities.” 
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this exemption was intended to be applied 

chiefly to small offerings, which in their 

nature are less likely to be publicly offered 
even if redistributed. 

Attention is also called to the 
phraseology of § 4 (1) of the act 
which grants the exemption to trans- 
actions by an issuer “not involving” 
any public offering. He interprets the 
words “not involving’ to mean that 
consideration should be given not 
merely to the specific transaction or 
transactions between the issuer and 
the initial purchasers, but also the ex- 
tent to which any later public offering 
of all or any part of the securities 
sold by the issuer is likely. 

The opinion also comments that a 
material consideration is whether the 
security in question is part of an issue 
already dealt in by the public, either on 
a national exchange or on the over- 
the-counter market, or, within the rea- 
sonable contemplation of the parties is 
likely to be dealt in after its issuance. 


A important case which involves 
the points mentioned by the gen- 
eral counsel under this item is that of 
the Brooklyn Manhattan Transit Cor- 
poration.” In this case the Transit 
Corporation sold $8,000,000 of its 
bonds privately to a group of four in- 
vestment banking firms without regis- 
tering the same under the Securities 
Act of 1933. Shortly thereafter the 
securities were resold and application 
was made to the New York Stock 
Exchange for registration of said se- 
curities thereon. In a subsequent in- 
vestigation by the Securities and Ex- 
change Commission of this entire 
transaction which ultimately led to the 
filing of a registration statement, the 


191 Sec. & Exch. Com. Decisions 147 
(1935). 


opinion of the commission states that 


the commission é finds that the is- 
suer in fact knew that the four banking 
firms were purchasing with a view to the 
distribution of such bonds to the public and 
further finds that such banking firms were 
acting as “underwriters” for the issuer. 
This case has brought about the in- 
clusion in most contracts for the pur- 
chase and sale of securities being pri- 
vately offered and sold, of a clause 
stating that the purchasers warrant 
they buy the securities in question for 
“investment and not for resale.” 
However, the purchasers usually ob- 
tain an opinion from counsel that such 
a clause in the contract of purchase 
does not limit or prohibit a future re- 
sale of the securities, if such action 
should be deemed advisable in the fu- 
ture, but which resale they do not con- 
template at the time of the purchase. 


HE general counsel states in his 
opinion as to the manner of offer- 
ing that 


transactions which are effected by direct 
negotiations by the issuer are much more 
likely to be nonpublic than those effected 
through the use of the machinery of public 
distribution. 


He calls particular attention to the 
fact that any dealer who might subse- 
quently purchase from an initial pur- 
chaser the securities offered and sold 
privately 


would be required to satisfy himself that the 
initial purchaser had not purchased with a 
view to distribution. If the initial purchaser 
had purchased with this intent, he would be 
an underwriter, and sales by a dealer of 
securities bought by him from such an initial 
purchaser would, as a general rule, not be 
exempt until at ieast a year after the pur- 
chase of the securities by the dealer. 


In a subsequent opinion ® the gen- 
eral counsel answers an inquiry as to 
whether a dealer might resell to the 


20 Sec. Act Release No. 603. 
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Securities Act and Private Financing 


ei is believed that when public service companies become fully 

aware of the benefits to be derived from private 

financing, there will be a strong trend in such direction unless 

and until the Securities Act of 1933 is amended in such manner 

as to reduce not only the expenses to be incurred in preparing a 

registration statement and prospectus, but also in modifying the 
civil and criminal liabilities provided for in the act.” 





attaches to a registration statement—liabil- 
ity for errors or omissions of essential facts. 

On the other hand, there are certain dis- 
advantages to this method of financing, the 
full importance of which is left for the fu- 
ture to determine. With all its debt held by 
a few institutions, a company cannot know 
definitely where a prospective new issue for 
plant expansion would fit into the bond mar- 


public without registration, a block of 
securities bought from an initial pur- 


chaser who had acquired the securities 
in connection with a “private offer- 
ing.” In part his opinion states that 


you will appreciate that the intent of the 
initial purchaser at the time of acquisition 
is a question of fact upon which you must 
satisfy yourself, and upon which I can ex- 
press no opinion. I wish to make clear, 
however, that I do not believe the fact that 
the initial purchaser has stated that his orig- 
inal purchase was for investment and not 


ket. Such a demand for new capital might 
come at a time when insurance companies 
and savings banks, already holding all the 
company’s debt instruments, have available 
other types of safe investment.®! 


Since security issues by public util- 


for resale is necessarily conclusive on this 
question. f course, if the securi- 
ties in question were in fact purchased by 
the initial purchaser for investment rather 
than for resale, dealers’ sales thereof to the 
public would not necessitate registration 
under the Securities Act. 


ity companies exceed in volume and 
importance those of all other corpora- 
tions,” the management of public util- 
ity companies would do well to con- 
sider the substantial savings, including 
NE metropolitan newspaper com- underwriters’ fees, which result from 
menting on a recent private of- private offerings and sales of securi- 
fering and sale by a large public utility ties. 
company stated: 


The advantages accruing to a company a illustrations in which pub- 


from direct sale of bonds to a few institu- lic utility companies sold their 
tions are immediately discernible. The com- . 

pany saves the underwriting commission bonds in the usual channel and pre- 
and the cost of preparing a registration 
statement. In addition the management 
avoids the liability which the Securities Act 
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21 See Note No. 1. 
22 37 Yale L. J. 716, 908. 
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pared registration statements under 
the Securities Act of 1933 will serve 
to illustrate what savings could have 
been made by private financing: the 
Wisconsin Michigan Power Company 
sold $10,500,000 of its first mortgage 
bonds in the latter part of July and by 
so doing incurred underwriting dis- 
counts and commissions of $210,000 
or 2 per cent of the principal amount ; 
the Cincinnati Gas and Electric Com- 
pany, late in August, sold $35,000,000 
of its first mortgage bonds upon which 
underwriting commissions or dis- 
counts amounted to 2 per cent or a 
total of $700,000; and early in Sep- 
tember the Louisville Gas and Elec- 
tric Company sold $28,000,000 of its 
first and refunding mortgage bonds 
upon which underwriting discounts or 
commissions amounted to 24 per cent 
or the total of $630,000. 

Taking 2 per cent as the average 
underwriters’ commission for selling 
public utility bonds, it is estimated 
that one large public service system 
saved approximately $600,000 in un- 
derwriting fees alone when it recently 
sold issues aggregating approximately 
$30,000,000 to private investors. 


N registering securities under the 
Securities Act of 1933, an issuer 
incurs other expenses such as printing 
costs of a registration statement and 
prospectus, special accounting fees, 
legal fees, and numerous other sundry 
expenses which may total many thou- 
sands of dollars. 

If the security to be privately of- 
fered and sold is a preferred or com- 
mon stock and the issuer itself handles 
the issuance of new certificates and 
dividends checks, it is not difficult to 
see the tremendous savings which will 


be made by the mailing of only a few 
certificates and checks to a small num- 
ber of holders of such securities rather 
than if the company had to mail thou- 
sands of certificates and checks to in- 
dividual holders scattered throughout 
many states and foreign countries. 
The savings in postage and account- 
ing costs alone would be of substantial 
benefit to the issuer. 

Numerous other incidental savings 
would accrue to the corporation mak- 
ing a private offering and sale of its 
securities such as the fees or charges 
of fiscal agents, paying agents, trans- 
fer agents, or registrars for authenti- 
cation of bonds, cremation of securi- 
ties, conversion of securities, pur- 
chases of securities for sinking funds 
and redemption of bonds or notes at 
maturity, unless, of course, such fees 
or charges are based upon the principal 
amount of the securities rather than 
upon the number of pieces handled. 


FT seecagy service corporation, how- 
ever, should not lose sight of cer- 
tain disadvantages which may result 
from offering and selling its securities 


privately. In the first place, a public 
utility, especially at the present time, 
needs greatly the good will of consum- 
ers in the territory served by it. If 
such consumers are the holders of va- 
rious securities of the public service 
corporation, their good will is of in- 
estimable value to the company. If 
the period of political harassment of 
public utility companies is now at an 
end, the loss of such good will should 
not prove a substantial hindrance to 
such private offerings and sales, but 
if such political harassment is to con- 
tinue, companies selling their securi- 
ties privately will lose as supporters 
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the numerous consumers who have 
theretofore owned securities in such 
companies. 

On the other hand, the savings in 
dollars as the result of private financ- 
ing may more than outweigh the loss 
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greatly in the immediate future. It is 
believed that when public service com- 
panies become fully aware of the ben- 
efits to be derived from such private 
financing, there will be a strong trend 
in such direction unless and until the 














we of such good will and the company Securities Act of 1933 is amended in 
ntial may as a result of such private offer- such manner as to reduce not only the 
ings and sales be in a position to sell expenses to be incurred in preparing a 
ings additional securities from time to time registration statement and prospectus, 
i to such private purchasers. but also in modifying the civil and 
its ; ; criminal liabilities provided for in the 
ws 6B. financial savings resulting act. It is even to be hoped that sooner 
mig from private offerings and sales or later the Securities Act of 1933 will 
nti. of securities to an “insubstantial num- be so amended as to exempt from its 
ef ber” of purchasers who buy for in- terms and provisions security issues 
a vestment and not for resale, are so of public service companies which 
ids substantial that it will not be surpris- have been passed upon and approved 
ot ing if such private offerings and sales by public service commissions of the 
en by public utility companies increase various states. 
Jal 
an 


Two Puzzles for the Gas Men 


| Spouse gas utility executives some months ago solved a great crime 
mystery. It was a gas utility variation of the old vanishing ink check 
forgery but it puzzled the gas officials considerably before the solution 
was obtained. It seems that in London there is still extensive use made 
of prepayment meters for residential service and the gas companies, just 
like our own telephone companies, are constantly finding metal slugs, 
buttons, foreign coins, and what not in the meters. There was one sharp 
customer, however, who had them licked for quite awhile. They knew 
he was using the gas, plenty of it, but always his meter was empty except 
for a few coins. No evidence of by-passing or other forms of meter 
tampering was visible. In fact about the only unusual circumstance to be 
noted was the fact that the meter was always unusually damp. Finally, 
the executives hit on the explanation. The customer was using ice discs 
instead of coins and the incriminating evidence just melted away after 
opening the valve. Perhaps he should have used some of the purloined 
gas to operate a dryer. Anyhow, from last reports the customer’s gas 
was costing him considerably more. 


Another gentleman that gas men in this country should keep their eye on 
—that is if they want to stay in business—is Dr. Harold E. Babbitt, 
professor of sanitary engineering at the University of Illinois. Dr. Babbitt 
is working on a scheme whereby the housewife would be able to drop her 
garbage down the kitchen drain and get back gas to run the refrigerator, 
stove, and what not. The plan involves the installation of a garbage grinder 
on the drain pipe. Garbage chopped fine could than be introduced directly 
into the sewage pipes and the gas generated at the central sewage disposal 
plant. Tests have shown that while ordinary sewage fluid produces much 
industrially useful gas, much more is obtained if garbage is mixed with it. 
The problem is to get it chopped fine enough and soon enough to prevent 
it from clogging the central disposal system. However, the big problems 
of public distribution and maintaining service standards are still to be 
perfected before the artificial gas industry literally goes down the drain pipe. 
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Bond Market Continues Strong; 
Refunding Program Resumed 


ESPITE recurring fears during 1936 

that the bond market might have 
reached “tops” for the current bull 
movement, the Dow-Jones average of 
forty bonds in late September reached 
new high levels above 105, this repre- 
senting the peak for the twenty years 
during which the average has been com- 
piled. 

Presumably the continued influx of 
gold from Europe has been a factor. 
While money rates have hardened slight- 
ly and commercial loans have begun a 
belated increase, the prevailing scarcity 
of highest grade mortgages (and also 
the entrance of new organizations into 
the realty field) has resulted in contin- 
ued outpouring of institutional funds 
into the bond market. It remains as 
difficult as ever to “time” the turn in 
the bond market trend ; possibly a rever- 
sal of the international gold flow may 
mark the turning point. 

Revaluation of the French franc, now 
being consummated, will naturally check 
the flow of French gold to this country ; 
whether any return flow will immediate- 
ly ensue due to repatriation of foreign 
funds is difficult to predict, because the 
continued political uncertainties in con- 
tinental Europe may prove an impor- 
tant factor. But, in any event, the funds 
to be repatriated—estimates range any- 
where from $250,000,000 to $1,000,000- 
000—will hardly move suddenly, since 
the Treasury Department has full power 
to regulate the outflow of all gold not 


and 
Comment 


By OWEN ELY 


earmarked, and an orderly readjustment 
seems assured. It is, of course, general- 
ly realized that the longer-term implica- 
tions of the currency stabilization plans 
can hardly be otherwise than favorable 
to trade and commerce. They will, 
however, require some readjustment of 
our swollen excess bank reserves, which 
in turn might be accompanied by a slight 
downward revision of bond prices. 


Hex: with 60 out of 75 leading 
corporate bond issues marketed 
since the beginning of the year selling 
recently at premiums over the original 
price (only 8 being lower), the refund- 
ing program for utility operating com- 
panies is rapidly being resumed. Amer- 
ican Telephone and Telegraph Co. has 
registered with the SEC the largest issue 
of recent years—$175,000,000 deben- 
ture 34s, of which $150,000,000 will be 
publicly offered by a group headed by 
Morgan Stanley & Co., Inc. The pro- 
ceeds of the bonds, together with com- 
pany funds, will be used to redeem the 
collateral 5s of 1946 and debenture 5s 
of 1960. Outside of government flota- 
tions, the issue is the largest on record 
with the exception of the $230,000,000 
Great Northern-Northern Pacific “joint” 
64s marketed in 1921—at twice the 
present coupon rate. 

In the five weeks ended September 
18th utility refunding operations con- 
tinued in rather moderate volume as 
compared with earlier months. New is- 
sues included $35,000,000 Cincinnati 
Gas & Electric first 34s of 1966 at 102; 
$7,000,000 Central Vermont Public 
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Service Corporation first “B” 34s at 
1013; $28,000,000 Louisville Gas & 
Electric Co. first and refunding 34s at 
1023 ; and $1,500,000 Alabama Gas Co. 
first 44s of 1951 at 984. 

In the week ended September 25th 
there was greater activity, with the issue 
of $20,000,000 Detroit Edison general 
and refunding “G” 34s of 1966 at 105 
(quoted at a half point premium) ; 
$17,300,000 Gulf States Utilities Co. 
first and refunding “C” 4s of 1966 at 
103, and $4,000,000 debenture 44s of 
1946 at 1024; and $2,750,000 Common- 
wealth Telephone Co. first “A” 4s of 
1966 at 100. 

Offerings scheduled for October in- 
clude the big Telephone issue (due about 
the 14th); $35,000,000 Pacific Gas & 
Electric first 34s of 1966; $750,000 Mis- 
souri Telephone Ist “C” 44s of 1961; 
$7,000,000 Connecticut Light & Power 
Co. “F” 34s of 1966 and $7,500,000 de- 
benture 34s of 1956; $9,500,000 Cum- 
berland Co. Power & Light Co. first 
mortgage bonds due 1966; and $1,575,- 
000 Texas Hydro-Electric Co. first “A” 
6s. 

$17,500,000 New York State Electric 
& Gas Corporation 4s of 1965 and 
$9,000,000 Central Maine Power Ist 
“H” 4s of 1966, which were scheduled 
for offering earlier this year, are still 
carried in the Dow-Jones calendar of 
SEC registrations. 


+ 
Other Refinancing Plans 


EADJUSTMENT of the capital struc- 
ture of the International Paper & 
Power Co. is being considered, but com- 
pletion of plans may require some 
months. International Paper Co., the 
principal subsidiary, is barred by New 
York state laws from distributing its 
improving earnings to stockholders. 
Capitalization of both the subsidiary and 
parent company will doubtless be read- 
justed simultaneously. International 
Paper & Power has written off its en- 
tire investment in the Class “B” and 
common stocks of the International Hy- 
dro-Electric System and excludes that 


company from its own consolidated 
statements, it having been severely af- 
fected by the new power contracts with 
the Hydro-Electric Power Commission 
of Ontario. Apparently no attempt will 
be made at this time to recapitalize the 
International Hydro-Electric System. 

Central Hudson Gas & Electric Cor- 
poration proposes to exchange $7,030,- 
000 par value 6 per cent preferred stock 
(now outstanding) for new 44 per cent 
preferred, holders of the old preferred 
to receive one share of new and $2.50 
in cash for each share of old. If half 
or more of the present stock is ex- 
changed the balance of the new stock 
will be sold at not less than 1024, and 
the remaining 6 per cent stock will be 
called for redemption at 105. The new 
stock will be callable at $112.50 to Oc- 
tober 1, 1946, and at $107 thereafter. 
The plan must be approved by the pub- 
lic service commission and registered 
with the SEC prior to public offering. 

Narragansett Electric Co., subsidiary 
of New England Power Association, 
has filed with the SEC a proposal to 
divide its 482,487 shares of capital stock 
into 200,000 preferred shares and 282,- 
487 common shares. No public financ- 
ing is involved and the object is to sim- 
plify the system’s structure. 


¥ 
Utility Stocks Recede Slightly 


Breen continued excellent earnings 


statements and current weekly 
gains in electric-power output of about 
17 per cent over last year, utility stocks 
have receded moderately to a level about 
5 per cent under the year’s high (regis- 
tered August 8th by the Dow-Jones 
average), although both rail and indus- 
trial groups remain near the year’s best 
levels. Possible reasons are the revived 
fears of TVA competition—only slight- 
ly assuaged by the President’s proposed 
power pool—uncertainties of the presi- 
dential campaign, the temporary retard- 
ing effect on earnings due to the 
drought, apprehension that the Electric 
Bond & Share Case may not provide a 
test of both titles of the Utility Act, etc. 
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It seems unlikely, however, that the 
remarkable earnings gains now being 
registered can long be ignored as a mar- 
ket factor, particularly if the President’s 
conference helps alleviate the Tennessee 
valley situation. 


® 
New York’s Traction Debate 


I’ the hearings before the transit 
commission regarding proposed ac- 
quisition of the Interborough and B. 
M.T. systems by New York city for ap- 
proximately $460,000,000, John J. Cur- 
tin, special counsel for the commission, 
raised the important point whether the 
plan would not involve using up nearly 
all the $170,000,000 borrowing capacity 
which New York city at present enjoys 
under its constitutional limitation. Mr. 
Berle, co-author of the plan, reiterated 
his confidence that no such result would 
follow and Mr. Seabury indicated that 
the debt-limit question would be sent to 
the court of appeals for final ruling 
as soon as possible. 

In connection with the testimony of 
Henry L. Carpenter, banker and civic 
worker, Mr. Berle is reported to have 
admitted that the 5-cent fare would have 
to be subsidized by taxpayers for a few 
years, at least, if the proposed plan is 
adopted. He presented an estimate that 
the city would obtain some $13,000,000 
in increased taxes following the razing 
of the elevated lines, due to realty ap- 
preciation, which he thought would off. 
set about half of the present deficit of 
the independent system. 

The hearings were enlivened by an 
anonymous circular, placed in the record 
by Mr. Curtin, regarding substantial 
profits which would be available for 
holders of B.M.T. collateral trust 33 per 
cent bonds if unification should be com- 
pleted within one to three years. The 
bond issue was originally offered in 
April and the unsold balance only dis- 
posed of in August after price con- 
cessions had been made. Hence it was 
suggested that the circular might have 
been issued as literature in connection 
with the sale of the bonds. 


very disturbing problem is the 

treatment of the wage earners 
when they become city employees. The 
commission has indicated its intention to 
formulate plans for pensions, etc., 
which is opposed by Mr. Seabury. Aus- 
tin Hogan, counsel for the Transport 
Workers Lodge, affiliated with the A. 
F. of L., stated that “organized labor is: 
ready and determined to demand its 
rights” and was asked by Mr. Curtin to 
present data on the cost of proposed in- 
creased wages. Under a new law em- 
ployees of the unified system would go 
under civil service regulation and the 
agreement must be amended to stipulate 
a schedule of wages. 

Mr. Curtin raised an objection to uni- 
fication on the ground that the city 
would have to take over all debts and 
liabilities of the I.R.T. system and that 
exact details of this debt have not been 
produced. Mr. Seabury reminded him 
that the commission itself audits the In- 
terborough’s financial statements, but 
Mr. Curtin referred to the uncertainty 
as to the amount of the capital tax which 
the railroad may have to pay. 

It was brought out in the hearings 
that New York city has already invested 
nearly $900,000,000 in transit facilities, 
of which somewhat over one half was 
expended on the new independent line, 
the balance representing the city’s stake 
in I.R.T.-B.M.T. properties under Con- 
tracts Nos. 1-4. Interest and sinking- 
fund instalments in 1936 amounted to 
$36,330,211 of which amount more than 
three quarters had to be met out of 
taxes. 

* 


Utilities Power & Light 
Litigation 

IVE security holders of Utilities 

Power & Light Corporation have 
asked the district court in Richmond, 
Virginia, to appoint a receiver and also 
to prevent the sale of the securities of a 
British utilities concern. This suit fol- 


lowed a similar one recently brought in 
a Federal district court by four St. 
Louis stockholders, who did not, how- 
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ever, ask for a receivership. The cir- 
cuit court suit alleged that the British 
sale was an “illegal scheme” and would 
yield Atlas Corporation a profit of about 
$8,000,000 “at the expense and injury to 
the other creditors and stockholders” of 


Utilities Power & Light. It was also 
claimed that Atlas Corporation had ob- 
tained control of the company “by 
threats to enforce payment and by other 
artifices and blandishments.” About 50 
per cent of the parent-company’s income 
in the past three years was said to have 
been derived from the British company. 

A third suit was filed by four Illinois 
holders of $8,500 debentures, as a bank- 
ruptcy action aiming at readjustment 
under § 77-B. The petition contended 
that the corporation must earn $7,311,- 
347 a year to cover debt amortization, 
interest on funded debt, and pay divi- 
dends, while in 1935 “book profit” 
amounted to $109,100. 

Efforts of security holders to block 
the British deal seem belated, since the 
sale has practically been consummated 
and $25,000,000 deposited in a Cana- 
dian bank. According to a statement by 
Vice President Monroe of Utilities 
Power & Light Corporation, “the com- 
pany is neither insolvent nor in any dan- 
ger of insolvency or of being unable to 
meet its obligations.” He regarded the 
suit “as another attempt to embarrass 
the company by certain individuals,” and 
pointed out that it and its wholly owned 
subsidiaries have about $30,000,000 
cash on hand. 

* 


American Gas & Electric Co. 


— Gas & Electric Co., gen- 
erally regarded as affiliated with 
the Electric Bond & Share Company 
(although the latter, as of last December 
3lst, owned only about 19 per cent of 
the common stock) was formed in 1906, 
as successor to the Electric Co. of 
America; in 1907, it acquired the Ohio 
Service Co. and, in 1925, merged with 
the Appalachian Securities Corporation 
(controlling Virginian Power Co.). 
Most of the system’s street railway 
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properties were disposed of in 1927, and 
98 per cent of system gross earnings 
are now derived from electricity. 

Subsidiaries (controlled by practically 
100 per cent ownership) serve a popu- 
lation of about 3,000,000, located in 
Michigan, Indiana, Ohio, Kentucky, 
West Virginia, and Virginia (these 
properties being interconnected) and al- 
so in Pennsylvania, New Jersey, and 
Tennessee. Electrical interconnections 
with other companies in Illinois and 
Wisconsin are maintained. 

American Gas & Electric Co. has a 
strong financial position; system cash 
and marketable securities as of Decem- 
ber 31, 1935, amounted to about $34,- 
849,341 as compared with $13,750,898 
current liabilities. No system compa- 
nies have any bank debt. Funded debt 
amounted to $190,337,900 against ap- 
proximate system assets of about $455 
000,000, a favorable ratio. The com- 
pany is thus in good position to finance 
any desired expansion program, either 
with cash or by new financing. 

Of the system’s funded debt held by 
the public approximately 21 per cent 
bears a 44 per cent coupon, 73 per cent 
a 5 per cent, and 6 per cent is 6-7 per 
cent. Assuming that interest charges 
were reduced an average of 1 per cent 
through a complete refunding program, 
the resulting saving of about $1,400,000 
would be equivalent to approximately 31 
cents per share on the common stock. 


gD company’s earnings record in 
recent years compares rather favor- 
ably with that of other holding compa- 
nies, due to the close integration of the 
system and the conservative capitaliza- 
tion: 


No. Times 

Charges Earnings per Share 

Earned Preferred Common 
1935 1.78 $29.68 $1.88 
1934 1.70 26.99 1.66 
1933 1.71 27.26 1.75 
1932 1.86 32.98 2.31 
1931 2.23 46.88 3.65 
1930 2.35 54.10 5.34 
1929 2.52 59.15 6.10 


In the month of July consolidated 
system net income showed a gain of 
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about 42 per cent over last year, com- 
pared with 12 per cent for the twelve 
months ended the same date. In the 
latter period $2.05 was earned per share 
of common stock against $1.78 for the 
previous twelve months. 
The securities of the parent company 
are currently selling about as follows: 
Price Yield 
About About 


$50,000,000 debenture 5s of 20281 108 4.7% 
355,623 shares $6 preferred 
stock 2 5.6 


40 


1Callable at 106. 
2Callable at 110. 


¥ 
Miscellaneous Corporate News 


HE Federal Power Commission has 
denied the application for a merger 
of Metropolitan Edison Co. and North- 
ern Pennsylvania Power Co. (Associat- 
ed Gas system), the reason being that 
the transaction would “result in a trans- 
fer of current assets from a subsidiary 
to a parent company without the neces- 
sary compensating benefits to the for- 
mer which the public interest demands.” 
However, merger of three other units 
of the Associated Gas & Electric Sys- 
tem (the Elmira Light Heat and Power 
Corporation, Empire Gas & Electric Co., 
and the New York Central Electric Cor- 
poration) with the New York State 
Electric & Gas Corporation, has been 
approved by the commission. The order 
specified that the intermediate hold- 
ing company, NYPANJ Utilities Co., 
should not receive from the surviving 
operating company as reimbursement 
for the purchase of any share of the 
preferred stock an amount larger than 
the cost of the stock to the NYPANJ 
Company. 

Brooklyn-Manhattan Transit direc- 
tors on September 21st increased the 
quarterly dividend rate to $1 a share, 
and employees received two pay in- 
creases which in effect restored wages to 
the August, 1932, level. 

According to the Journal of Com- 
merce, business activity on the Pacific 


coast has been well ahead of most other 
sections of the country, contributing to 
the rate of gain of earnings of Pacific 
Gas & Electric and Southern California 
Edison, and “the maintenance of net in- 
come of Pacific Lighting at last year’s 
level despite a gas rate cut of $1,500,000 
a year and an electric rate reduction of 
$820,000 effective early this year.” 


HE struggle between Associated 

Gas & Electric and the protective 
committee for National Public Service 
Co. debentures, regarding control of 
Jersey Central Power & Light Co., re- 
mains unsettled. The Associated plan 
of reorganization has been attacked in 
court by the committee, and the Asso- 
ciated System, which itself owns a large 
number of debentures, has attempted to 
have its certificates of deposit revoked. 
The question of the ultimate control of 
this company (in which Public Service 
Corporation of New Jersey has also in- 
dicated some interest) thus remains un- 
settled. 

New York Telephone Co. and Bell 
Telephone Co. of Pennsylvania reported 
substantial net gains of telephones in use 
during August. The New York unit 
showed an August gain similar to that 
in the same month of 1929, and greater 
than in any similar month previous to 
that year (losses were shown in August 
during the depression years). 

The reduction of railway passenger 
fares June Ist, which resulted in a sharp 
rise in railroad passenger mileage, re- 
sulted in a 30 per cent decline in bus 
travel on runs out of New York in July, 
according to railroad estimates. While 
this estimate was questioned by an offi- 
cial of Greyhound Corporation, a decline 
in revenues was admitted, bus compa- 
nies being compelled to cut their fares 
sharply to meet the dip in rail fares. 


a eee gas sales appear to be out- 


stripping electric power sales. 
Following is a recent comparison of re- 

spective rates of gain over last year: 
Sales Revenues 


Electric power 
Natural gas 
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Public Service Corporation of New 
Jersey and subsidiaries have granted a 
pay increase of about 10 per cent to 
their 20,000 employees. It is estimated 
that it may amount to some $2,500,000, 
equivalent to approximately 46 cents per 
share on the company’s common stock. 

Stockholders of the Fifth Avenue Bus 
Securities Corporation, subsidiary of 
Omnibus Corporation, at a meeting Sep- 
tember 25th voted on a plan of liquida- 
tion. The company’s sole asset, 191,269 
shares (of 235,000 outstanding) of New 
York Transportation Co. will be dis- 
tributed to stockholders. The latter 
company, which owns all outstanding 
stock of the Fifth Avenue Coach Cor- 
poration, may also be dissolved. This 
would give Omnibus Corporation, a 
Chicago company, direct control of 
Fifth Avenue Coach Corporation. The 
Coach Corporation owns all common 
shares of the New York Railways Cor- 
poration, tugether with income bonds 
sufficient to give it control of the New 
York City Omnibus Corporation. The 


latter succeeds New York Railways 


Corporation on pending completion of 
the latter company’s reorganization un- 
der § 77-B. Under this plan, New 
York Omnibus Corporation will hold 
100 per cent ownership of Madison 
and Eighth Avenue Coach Corporations. 
Simplification of the corporate set-up of 
New York city’s leading bus lines is 
doubtless influenced by recent Federal 
tax legislation affecting holding com- 
panies. 


| genset Telephone & Tele- 
graph securities have been showing a 
stronger tone recently following the 
news regarding stabilization of foreign 


currencies. The company has been 
handicapped by the variations in the ex- 
changes and while the Spanish difficul- 
ties remain to be cleared up, there is 
some hope that consideration of plans 
for funding bank loans, etc., may be 
resumed, It is thought that a victory 


by the Spanish “rebels” would prove a 
favorable factor in the company’s fu- 
ture relations with that country. 

According to Vice President Cuthrell 
of Brooklyn Union Gas Co., the new 
promotional rates instituted last Decem- 
ber have proven very successful. Over 
one billion cubic feet of new annual gas 
business has been added, about two 
thirds of this being in the domestic field, 
largely for house-heating equipment. 
The company’s stock is currently quoted 
about 49 (range about 45-57) and, based 
on the current $3 rate, yields over 6 per 
cent. The trend of earnings has pre- 
viously been disappointing due to rate 
cuts, increased taxes, etc., but the com- 
pany has maintained a strong cash posi- 
tion and the new sales of gas may indi- 
cate a reversal of the earnings trend. 

Strength in Associated Gas & Electric 
securities has been accompanied by a 
rumor that the company is making prog- 
ress toward possible settlement of pend- 
ing bankruptcy and tax litigation, but 
no definite developments have been an- 
nounced. Earnings have shown some 
improvement, although the company’s 
statements are hard to interpret owing 
to nonrecurring items. The company 
is making the first two unpaid quarterly 
instalments of accumulated interest on 
the convertible obligations in 4 per cent 
scrip. 

Utility operating companies have now 
refunded nearly one third of their fund- 
ed debt, the reduction in fixed charges 
being estimated at an average gain of 
over 8 per cent in net earnings available 
for common stock. Much less progress 
has been made in refunding high coupon 
preferred stocks or refunding back divi- 
dends. As refunding operations con- 
tinue, the increased savings may help to 
offset the substantially larger tax bills, 
increased charges, loss of other income, 
etc., which developed during the depres- 
sion, and which have greatly reduced the 
percentage of gross left for common 
stockholders, as compared with 1929-30. 











What Others Think 





Progress in Gas Rate Making 


HE gas industry in America, as well 

as in Europe, is entitled to look up- 
on the electric industry as a kid brother 
for other reasons than the mere fact 
that it is twice as old. The electric in- 
dustry has had its troubles, especially 
during recent years, but the gas indus- 
try has really been through the mill. It 
has done the impossible. It has come 
back, as the sports writers say, after 
some of the wise men were saying it 
was finished. 

The come back in any field is as un- 
usual as it is heroic. How many 
athletes, actors, politicians, have tried 
and failed? How many industries have 
ever done it at all? “They never come 
back,” is the old refrain and a venerable 
assembly of departed business enter- 
prises ranging from stagecoaches to 
snuff boxes bear mute witness to the 
truth of it. 

Not so the gas industry. 

First used almost entirely for domes- 
tic and street lighting, the gas industry 
was an established business with near- 
ly a 100 per cent night load during the 
period when Thomas A. Edison and his 
assistants were baking thousands of 
odds and ends into carbon at Menlo 
Park, N. J., trying to perfect an electric 
light filament. By 1915, gas companies 
in the United States had largely relin- 
quished their lighting load. But they 
were fighting for other fields and, as we 
all know, they came back with enormous 
success in cooking, industrial and home 
heating, and, more recently, refrigera- 
tion. Today the industry is bigger than 
ever before and the outlook is rosy. 

Naturally such drastic shifts in op- 
erating practice required sharp transi- 
tions in rate technique and it was this 
interesting phase of the gas business that 
was the subject of a paper by Manag- 


ing Director Alexander Forward of the 
American Gas Association, at the recent 
Third World Power Conference. He 
traced the development of gas rate 
making from the old-time charge per 
outlet, through the flat meter rate per 
thousand cubic feet, down to the more 
modern promotional rates, with due con- 
sideration to demand costs and fixed 
charges. 


M* Forward pointed out two char- 
acteristics of the gas business that 


must be considered in modern rate mak- 
ing: 

(1) Utilities turn over capital only once 
in four years.—The problem of utility man- 
agers differs from that presented to other 
business men in one notable respect. A man- 
ufacturer turns his capital over from 2 to4 § 
times a year and a merchant from 5 to 10 
times. Utilities, on the other hand, turn their 
capital over once in three and one half to 
five years, and therefore require from $3.50 
to $5 of capital for every dollar of gross 
annual income against the manufacturer's 
dollar per $2 to of gross annual income 
and the merchant’s dollar per $5 to $10 of 
gross annual income. Public utilities, there- 
fore, must make careful studies of their 
valuations and costs in order to get, out of 
this comparatively limited gross income, a 
fair return upon the capital invested in util- 
ity property. 

(2) Gas business not a complete monop- 
oly—tIn considering the problem of a fair 
return in the gas business, it must not be 
forgotten that the gas business today does 
not have a monopoly. Monopoly may be 
defined as such substantial control of a busi- 
ness or market as results in control over 
the price of the commodity or service. 

There are very few services or commodi- 
ties today that can long be maintained at 
high monopolistic prices in the face of com- 
petition from other commodities or services. 
In this respect the gas business has never 
enjoyed a monopoly. In the early days it 
had to compete with the candle, oil lamp, 
and electric light for lighting. Today it 
has to compete for the heating business with 
wood, coal, coke, oil, and electricity. This 
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competition can be met only by rates of 
proper type and level. 


Mr. Forward rehearsed for the bene- 
ft of the visiting delegates various stand- 
ards of rate making which have been 
formulated by the regulatory commis- 
sions in this country—the allowance for 
operating expenses, adequate reserves 
for depreciation and contingencies, and 
reasonable return. Concerning capacity 
requirements, he stated: 


A consideration of this question makes it 
evident that, before gas service can be es- 
tablished in a community, capital must be 
secured, that the amount of capital must be 
determined by the size or capacity of the 
plants to be constructed, and that the ca- 
pacity of the plants must be determined by 
the requirements of the community. The 
capacity of the production plant is deter- 
mined by estimating the probable maxi- 
mum volume of gas that will be required in 
any one day. This is the total coincident 
maximum demand of all the customers for 
a day. 

The capacity of the distribution system is 
determined by estimating the probable max- 
imum volume of gas that will be required in 
any one hour. This is the total coincident 
maximum demand of all of the customers 
for an hour. 

Since capital invested in production equip- 
ment is fixed by the total of the demands 
of all of the customers on the maximum 
day, it is evident that interest on the invest- 
ment in the production plant is assignable to 
each customer in proportion to his individual 
maximum daily demand. Also, since part of 
the investment in the distribution system is 
fixed by the total of the demands of all of 
the customers in the maximum hour, it 
follows that interest on this part is assign- 
able to each customer in proportion to his 
individual maximum hourly demand. 


M* Forward went on to review 
principles of governing the allo- 
cation of costs involved in gas service 
which are doubtless familiar to readers 
of the FortNiGHTLY: (1) Production 
demand costs; (2) distribution demand 
costs; (3) customer costs; (4) com- 
modity costs. Finally, on the subject of 
rate fixing itself, Mr. Forward made 
this observation : 

The establishment of actual rate schedules 
is distinctly a practical matter. -The the- 
oretical cost analysis which has been out- 
lined should always be a guiding, though 
frequently not an absolutely controlling, fac- 
tor. Public psychology and the prices of 
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other competing services are given impor- 
tant consideration. In fact, with competi- 
tion from electricity and other fuels becom- 
ing more and more keen, the value of service 
has gradually become a factor of at least 
equal importance to cost of service in gas 
rate making. 

The effort to secure the maximum 
amount of business in the face of competi- 
tion has led to the establishment of many 
rate schedules designed to meet specific 
conditions in a particular line of business. 
Thus there is today in the American gas 
industry an increasing use of class rates, 
limited to industrial or commercial business 
or to house heating, water heating, or re- 
frigeration, or a combination of one or more 
of these with cooking. Due consideration is 
given to the local characteristics, diversity 
of use, and consumption per customer, all 
of which have a direct bearing on the cost 
of serving that class of service. However, 
the type and, within reasonable limits, the 
level of rate schedule necessary to attract 
the business are often the final controlling 
factors. 

If the scientific or theoretically correct 
rate were applied to each customer’s actual 
maximum hourly and daily demands, an 
amount of revenue greater than the neces- 
sary return would be received. This is due 
to the diversity of the demands of the cus- 
tomers; therefore it is necessary to apply a 
diversity factor to each customer’s demands 
before the rate can be applied. 

The diversity factor is the ratio of the 
noncoincident maximum demand of the cus- 
tomers to the coincident or actual maximum 
demand on the system. This applies to 
both hourly and daily demand. By noncoin- 
cident demand is meant the sum of the in- 
dividual maximum demands of all of the 
customers, regardless of the time at which 
they occur. Coincident demand is the actual 
maximum demand made on the system. 
This factor is very difficult of determination, 
and yet its existence in the case of certain 
uses of gas, as well as its absence in certain 
other uses, is now recognized. One cannot 
think about the maximum demand on the 
distribution system made by a _ customer, 
without at once realizing that this demand 
will not coincide in point of time with the 
maximum demand of every other customer. 


The great diversity among domestic cus- 
tomers is made evident by the very large 
volumes of gas that are demanded in the 
hours just before noon on Thanksgiving 
Day. In most communities it is the general 
custom to cook large dinners on that day 


and at practically the same hour. Conse- 
quently, there is a marked peak which does 
not occur on any other day of the year. 
The absence of any such peak demand on 
all other days indicates that on those days 
the time selected for cooking by individual 
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customers varies over many hours of the 
day and over many days of the year. 

it will be seen at once that the diversity 
factor must be determined if the effect of 
these diverse conditions of the use of gas 
shall be reflected in the cost factor. 


F course, consideration was also 
given to the fact that rates for gas 
are directly affected by near access to 
sources of supply of natural gas and to 
a lesser extent by access to long-distance 
transmission, and by-product purchases. 
Along lines somewhat similar to Mr. 
Forward’s paper was an article by W. 
J. Crowley and H. S. Jacobs, of the 
Public Service Company of Northern 
Illinois, recently published in The Jour- 
nal of Land & Public Utility Econom- 
ics, which attempted to analyze the prac- 
tical marketing problems which face the 
gas industry in the domestic field. The 
article elaborated upon a comparatively 
little known subject—the consumption 
characteristics of domestic gas custom- 
ers. Somewhat too technical in detail 
to review at length, this article by 
Messrs. Crowley and Jacobs concluded 
as follows: 


some of the postulates which have 


been accepted for years in the gas indus 
must be revised in the light of newly 
vealed facts. In this survey alone the da 
obtained provide the basis for a disti 


for the most effective solution of problen 
of immediate importance now facing the ga 
industry, it would still be of great val 
since it gives a truer understanding of thy 
characteristics of the most important clas 
of customers served by the gas industry, 


Stated by itself this conclusion my 
seem rather vague but it does indicat 
that the technique of gas rate maki 
is still in the state of flux and that th 
oldest of central utility services (after 
water service) is still alive to the neces 
sity and desirability for constant im- 
provement of rate fixing. 

—E. S. B. 


RATIONAL DISTRIBUTION OF ELECTRIC Enzny 
AND OF GAs. 


12, 1936. Washington, D. C. 


Domestic Gas Consumption. By W. J. 
Crowley and H. S. Jacobs. The Journal of 
io & Public Utility Economics. Myy, 
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Highlights of the Third World 


Power Conference Sessions 


Here are reprinted digests and excerpts from the 
various papers submitted by American contributors for 
discussions at the various sessions of the Third World 
Power Conference recently held in Washington, D. C. 





Utilization of Power Resources 
(Discussed Morning of Sept. 8, 1936) 


M* V. Bush, dean of engineering 
of the Massachusetts Institute 
of Technology, discussed the technical 
trends in the utilization of various 
power resources: coal, oil, gas, and 
electricity. Mr. Bush found that the 
rapid development of Diesel engines was 
the outstanding matter for considera- 
tion in this field. Development of 
liquefied petroleum (butane and pro- 
pane) was also given attention. Recent 
improvements in steam, electrical, and 
internal combustion equipment were 
noted. Mr. Bush summarized his paper 
as follows: 

No strikingly new sources of energy 
have recently become utilized, nor have 
new forms of heat engines found general 
commercial .use. Rather the recent ad- 
vance in power apparatus has occurred by 
refined design and improved materials. 

Processing and burning of fuels have 
advanced generally in the direction of bet- 
ter economy and interchangeability. Meth- 
ods of handling crude oil have especially 
improved, by cracking and polymerization. 
Hydrogenization of coal and use of shales 
have not yet attained great volume. Dis- 
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tribution of natural gas has been greatly 
extended. 

In power apparatus the trend has been 
toward higher speeds and decreased weight 
and size. With steam, maximum pressures 
and superheats have not increased greatly 
in recent years, but there has been modern- 
ization of plants by superposition of high 
pressure units. Turbines of higher speed 
are being introduced. The use of Diesel 
engines, especially in mobile equipment, has 
greatly increased because of improved de- 
sign, especially in methods of fuel injec- 
tion. The automobile engine has de- 
creased greatly in cost. Hydraulic ap- 
paratus has improved along conventional 
lines, with greater use of variable-angle 
wheels. Electric generators are increasing- 
ly employing hydrogen cooling. Circuit 
breakers have improved in speed and ca- 
pacity. 

There is a marked trend throughout to- 
ward greater reliability of apparatus. Au- 
tomatic control is increasingly used. 

Power utilization, from the technical 
standpoint, continues to involve greater 
variety of equipment of improved perform- 
ance and reliability. The domestic use of 
fuels and the use in private automobiles 
have a controlling effect on fuel supply 
generally. Rural electrification is spread- 
ing gradually without marked technical al- 
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teration of methods. Air conditioning is 
increasing, but somewhat slowly. Electri- 

equipment is increasingly used in in- 
dustry for very many purposes, and ex- 
tensions in mine haulage and materials 
handling equipment are notable. 


D* Harlow S. Person of New York 
city, consulting economist of the 
Rural Electrification Administration, 
discussed the social-economic signifi- 
cance of the trends in power utilization. 
The unique position of the United 
States, the richness of its natural power 
resources, and the laissez faire concept 
under which they have so far been de- 
veloped were sketched by Dr. Person as 
a background to his outline of the social- 
economic problems confronting “re- 
source industries” in the United States 
—principally the electric industry, which 
“has built up a book value of properties 
amounting to 17 billion dollars—or a 
physical value of more than 12 billion 
dollars.” 

The major problem confronting the 
power industry, according to Dr. Per- 
son, is the assimilation of existing tech- 
nology into the economy of the na- 
tion. Granting that the industries had 
been hampered by economic forces 
which resulted in the depression, in- 
ternal maladjustments, and that they are 
a target for increased taxation, Dr. Per- 
son, nevertheless, charged the industry 
with undue timidity “in its policy of ex- 
tension of service and increase of con- 
sumption through lowering the rates.” 
This policy, he added, has encouraged 
competition of the yardstick variety. A 
summary of the paper follows: 

In the United States the outstanding 
factors of social-economic significance have 


been: An extensive territory unrestricted 
in development by sectional tariffs; abund- 


ant resources of coal, oil, natural gas, and 
water-power sites; abundant and varie; 
resources in raw materials; coincidence of 
a stimulating foreign market and a dy. 
namic domestic market; rapid industria 
development; and a large freedom for busi. 
ness enterprise expressing a fundamental 
philosophy of laissez faire. 

This combination of factors has created 
a power industry in the United States up. 
equalled elsewhere in volume and variety, 
and unexcelled in quality of techniques of 
conversion and utilization. Superficially it 
appears to be a stable and sound industry 
economically. Yet there are serious insta 
bilities which arise out of failure to make 
power technology a codrdinated whole ¢.- 
fectively assimilated into the national econ. 
omy. 

The coal industry is unstable because it 
is based on a system of peonage of labor, 
The oil and natural-gas industries are un- 
stable because they are based on rapid ex- 
loitation and waste of limited resources, 

aters are being permitted to flow to the 
oceans without contributing their duty of 
energy and in a manner destructive of 
other assets. A large and important rural 
sector of the population has not been given 
the power services to which it is entitled 
The industry producing electric energy has 
shown noteworthy technical progress but is 
a collection of regional and particularistic 
enterprises without that unification of which 
it is susceptible, and which would promote 
coérdination of power sources and power 


services. 

The most fundamental and serious 
economic problem of the power industry 
in the United States is t of orderly 
assimilation of power into the industrial 
technology, and of the industrial technology 
into the social-economic system. Produc- 
tion capacity and effective purchasing pow- 
er are not in proper proportions, and order- 
ly functioning of the economy is thereby 
impaired. Institutions affecting distribu- 
tion of the national income must be re- 
vised to establish more widely diffused 
purchasing power and a more orderly in- 
crease of production goods. The power in- 
dustry, one casual factor in the unfavorable 
situation, is also a factor which can make a 
major contribution to such revision. 





Organization of Publicly Owned Utilities 


(Afternoon Session, Sept. 9th) 


M* E. F. Scattergood, chief engi- of public ownership and operation of 
neer and general manager of the utilities in the United States. His paper 
Los Angeles Bureau of Power and was supplemented by a map showing the 
Light, undertook to discuss the record types and locations of public plants. It 
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was also supplemented by charts, statis- 
tical tables, and references. An official 
summary of Mr. Scattergood’s paper 
follows : 


History.—Municipal utilities were start- 
ed in the decades between 1882 and the 
beginning of the century through necessity 
for service. Factors effecting their sub- 
sequent development and obstacles en- 
countered are touched upon. Statistics 
concerning their activities and magnitude, 
as compared with private utilities, are de- 
tailed in tabulated form. 

LEGISLATIVE CONTROL AND ORGANIZATION. 
—Here is discussed the beginnings of public 
ownership in the various states under non- 
uniform laws and how, as necessity re- 
quired, constitutions were changed, new 
laws governing publicly owned utilities 
were made and are still being made. The 
types of authority are listed and segregated 
as they apply in each of the forty-eight 
states of the de The authority of reg- 
ulatory commissions is outlined where they 
exist or affect publicly owned utilities. 
Various types of administrative organiza- 
tions extant in the country—Federal, state, 
district, and municipal—are described and 
statistics tabulated concerning them and 
their projects. 

Frnancinc.—Methods of financing are 
described under the following topics: 
Financing by direct legislative appropria- 
tions, by administrative transfer from 
general public funds, by public sale of 
bonds or other securities, and by use of 
surplus revenues. Amortization practices, 
depreciation reserves, and surplus revenues 
used or usable for other governmental pur- 
poses are also discussed. Tabulated sta- 


tistics are presented covering all phases of 
financing as described. 

AccountiInGc.—Under this heading the 
paper treats of Federal influence in the 
adoption of uniform systems of account 
classifications in various states. Describes 
where the uniform accounting systems are 
required, tells of those states whose regu- 
latory commissions have jurisdiction over 
accounting practices and the influence and 
coéperation of municipal utilities in adopt- 
ing and in helping to devise such uniform 
practices. 

Rate Comparisons.—Methods of com- 
parison of rates between private and mu- 
nicipal utilities are described and careful 
comparisons made of residential lighting, 
commercial lighting, industrial power, and 
gas rates. The benefits of public owner- 
ship of these utilities are summarized as 
follows: 

Municipal residential bills generally aver- 
age 13 to 23 per cent lower. 

Municipal commercial lighting bills gen- 
erally average 13 to 25 per cent lower. 

Industrial power bills generally average 
15 to 26 per cent lower. 

Gas rates show a similar saving, rang- 
ing from 10 to 35 per cent lower. 

PRIVATE VERSUS PuBLic OWNERSHIP.— 
The paper reviews the situation as to ac- 
complishment in service and rates, progress 
and benefits. It discusses the effect of legal 
restrictions and opposition, fair competi- 
tion, lower rates in lieu of taxes, construc- 
tive codperation and accounting, the incen- 
tive of community service, and the blazing 
of the trail toward human betterment that 
has been laboriously started by this move- 
ment and been given new impetus in the 
last few years. 





Planning and Conservation of Natural 
Resources in America 
(Morning Session, Sept. 10th) 


r. W. S. Finlay, Jr., president of analyses of resources which are confined 

the West Penn Electric Com- only to generation or production of ener- 
pany, presented a paper treating this gy. Urging the point that the various 
subject from the point of view of anen- phases of any conservative program 
gineer whose experience has been pri- should be undertaken by those agencies 
marily concerned with the adaptation of best qualified by experience to carry it 
natural power resources to power serv- on, Mr. Finlay confined his study to re- 
ice by private enterprises. He urged, sources of major importance: coal and 
at the outset, the desirability of analyz- flowing water. He endeavored to cor- 
ing all processes in the cycle of power rect what appeared to him to be a popu- 
exploitation from the beginning of pro- lar misunderstanding as to the amount 
duction to ultimate consumption. This of coal reserves and advanced the theory 
view is in contrast with certain popular that the life of coal as a source of ener- 
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gy may run for some thousands of years 
if trends of use are as indicated at the 
present time. Thus it was observed that 
industry now consumes only 9 per cent 
of the nation’s coal production. Better 
knowledge of changing conditions and 
trends of value was urged as a pre- 
requisite to more extensive exploitation 
of water-power resources. Mr. Finley 
voiced his belief that in view of past ac- 
complishments, the electric utility and 
electric manufacturing industries and 
professional groups might well supply 
the working agencies for any program 
of conservation—with the government 
serving as a regulator and coordinator. 
Mr. Finlay concluded: 


In the light of all of the foregoing one 
cannot but conclude that a plan for any 
general scheme of conservation must be de- 
veloped in a far more comprehensive fash- 
ion than, for instance, that of delegating 
such work to a governmental agency. The 
record of accomplishments of other agencies 
as set forth in these notes dictates the 
necessity of including many such, as the 
passing years have shown their value and 
qualification in points of training, experi- 
ence, and above all an intimate knowledge 
and contact with the broad range of prob- 
lems involved. 

Government can only participate therein 
to the extent of supplying a final clearing 
house of information which can be used 
as a basis of regulation under laws de- 
veloped as needs indicate. Convenience 
might well be served by using existing ad- 
ministrative departments of the govern- 
ment in the organized accumulation of 
statistical data in surveys, mapping, and the 
like. State and regional agencies have their 
place simply as embodying the need and 
desirability of local interest and participa- 
tion. The vital needs of any program of 
the kind, however, can only be supplied by 
industry in its manifold forms ranging 
from the highly technical. and professional 
societies, universities as research units, 
trade associations, and specific industries or 
industrial units, each playing its part as 
it is best qualified to serve. 

In any democracy such as ours, the most 
effective working out of any general prob- 
lem touching the public welfare can best, 
and in fact can only, be accomplished by 
a general meeting of minds of all such 
agencies, gathered around the conference 
table and giving unprejudiced considera- 
tion to a movement of the kind to the ex- 
tent that it is vital to both the present and 
future life of the nation. 


such an approach is impossible, 


idealistic, or is one for which we are ap- 
parently unqualified, then there is some- 
thing essentially weak in our concept of a 
democracy. Perhaps in the solution of just 
such a problem lies an extraordinary op- 
portunity to demonstrate to the world a 
national unity of purpose, indicative of 
solidarity of structure, designed for the 
ages and not for a day. 


M* Stuart Chase, nationally known 
statistician and writer on eco- 
nomics, presented a paper discussing va- 
rious phases of “planning” for the con- 
servation of natural resources in Amer- 
ica: water control, soil erosion, social 
and agricultural rehabilitation with re- 
spect to the use of natural resources, etc. 
He stressed his belief that Big Business 
has established a practical monopoly 
over the exploitation of natural re- 
sources in this country and urged the 
necessity for a prompt conservation pro- 
gram under government control for re- 
storing the “balance of nature” to the 
end that the priceless heritage of our 
natural resources will not become seri- 
ouly and irreparably impaired. An of- 
ficial summary of Mr. Chase’s paper 
follows : 


The word “planning” is an abstraction 
whose value depends upon direct and vis- 
ible connection with material facts. This 
connection appears in the Central valley of 
California, which presents a concrete and 
typical case of resource maladjustment. 
The valley is a mountain-walled trough 
formed by the Sacramento and San Joaquin 
rivers whose floor of 19,000 square miles 
when adequately irrigated is one of the 
most productive agricultural districts in 
the world, but which if deprived of water 
would become an uninhabitable desert. 
This danger has been made imminent by the 
unplanned exploitation of the limited water 
supply ; the water table is falling; reclama- 
tion works have caused the land to settle 
until much of it is below sea level and salt 
water from the Pacific ocean creeps into 
the irrigation channels. The valley con- 
fronts a problem of resource planning 
whose alternatives are life and death. 

From the engineering point of view, the 
problem is capable of solution. But re- 
source planning is not a matter of engineer- 
ing alone; it is also a matter of human 
institutions, laws, and habits. The future 
of the valley depends upon the ability of 
the people to adjust their property institu- 
tions and their individual wills to the en- 
gineering of collective action’ and responsi- 
bility. The facts in the Central valley of 
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California typify the case for resource 
planning in America. 

The free-market theory has dominated 
the human mind for a century and a half. 
Under the free market, the individual is 
normally unable to conserve resources even 
though he may personally will to do so, 
for resource planning is beyond the power 
of the individual. Under the free market, 
our national policy has been one of ridding 
the republic of all responsibility for the 
public domain as rapidly as possible, so that 
the situations in our coal and oil fields, in 
our forests, our burned-over grasslands, 
our wind and water eroded agricultural 
lands repeat the story of the valley on a 
continental scale. To devotees of this 
theory the mere mention of economic 
planning is both sacrilege and menace. 
The air is filled with bitter words—bureau- 
cracy, regimentation, goose-step, blue 
prints, autocracy, tinkering with natural 
law. 

But if we look under the symbols and 
emotions such words arouse to the real 
world, we find three facts: (1) A large 
section of economic activity concerned 
with public business lies outside the free- 
market svstem, and here planning or collec- 
tive foresight based on need has been the 
rule for generations. (2) The free- 
market system within its own boundaries 


has broken down by virtue of private 
monopolies, cartels, price-fixing agree- 
ments, trade associations, labor union wage 
agreements, and by what Dr. Gardiner C. 
Means calls administrative competition. 
(3) The free-market system having never 
considered the preservation of naticnal re- 
sources, the task of conservation passes to 
the government. Furthermore, the depres- 
sion has driven the American people to- 
ward both income and capital planning. 
Constructive work going forward in 
America today gives further evidence of 
the capacity of the American people to 
modify the human institutions which are 
the limiting factor in resource planning. 
This is exemplified by the National Re- 
sources Committee, the Tennessee Valley 
Authority, the Soil Conservation Service, 
the Civilian Conservation Corps, the Re- 
settlement Administration, the Public 
Works Administration, and the Rural 
Electrification Administration. If and 
when the American people understand the 
extent to which nature has been thrust out 
of equilibrium, and the very grave penalties 
attached, it is reasonable to suppose that 
their institutions will be altered to a point 
where, with the consent of the governed, 
effective and conclusive action can 
taken. Fortunately, it is not yet too late. 





Planned Utilization of Water Resources 
(Afternoon Session, Sept. 10th) 


Bree ee ce that constitutional re- 
strictions prevent the Federal gov- 
ernment from meeting many national 
and regional problems, Chairman 
Arthur E. Morgan of the Tennessee 
Valley Authority presented a paper urg- 
ing steps to solve such “difficulties.” 
This can be done, according to Dr. Mor- 
gan, by amending or interpreting the 
Federal Constitution so as to allow com- 
prehensive and intelligent planning of 
such resource utilization. As an alter- 
native, he suggested the organization of 
interstate water-control districts or com- 
pacts between the states. Dr. Morgan 
expressed the view that the TVA rep- 
resents a fair example of planning the 
unified development of a great river 
system for navigation, flood control, and 
power development. It is possible, in 
his opinion, to expand this type of plan- 


ning to other American water systems 
so that “instead of a great variety of 
conflicting developments there will be 
comprehensive and well planned utili- 
zation for all reasonable purposes.” 

Dr. Morgan traced the evolution of 
American policy as to water resource 
utilization from the laissez faire of pio- 
neer days to more recent government 
control of rivers, harbors, and lakes. 
Nearly all American waterworks are 
publicly owned. The conspicuous ex- 
ception to government management 
seems to be hydroelectric power. Even 
here, the Federal government exercises 
regulatory control through the Federal ' 
Water Power Act. Dr. Morgan sum- 
marized his paper as follows: 

Most water-control projects in America 


have aimed at special elements of control 
for particular usage, such as navigation, 
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flood control, irrigation, recreation, water 
supply, or power development. In rela- 
tively few cases has there been a general 
study of a water system with a view to 
securing the greatest total public benefits 
for all purposes. 

Planned utilization of water resources 
requires that we take the actual situation 
of inadequate control, and endeavor from 
now on to prevent further nullification and 
complication of effort. 

The aim of planned utilization of water 
resources is to discover their full possi- 
bilities, to appraise their relative impor- 
tance and value, to provide long-range uni- 
fied plans for large areas, and to supply 
guidance and control for their development, 
so that the various uses can be realized as 
fully as possible, can supplement and sup- 
port each other as far as is feasible, and 
will conflict with or neutralize each other 
as little as necessary. 

In general, it seems to be the considered 
judgment of European and American 
people that water control is a public and 
not a private function. With many factors 
driving toward public development of water 
resources, it becomes imperative that their 
administration shall be nonpartisan, non- 
political, businesslike, and technically ef- 
ficient. Unless some substantial advantage 
is served by multiplicity of effort, co- 
Ordination, and unification of administra- 
tive agencies are desirable. However, that 
organization is best which results in the 
greatest and best-directed creative effort, 
and no absolute rule of unification of ad- 
ministration can be affirmed. 

America needs comprehensive _legisla- 
tion, both Federal and state, for the unified 
development of its water resources. Divi- 
sion of authority among forty-eight states 
has led to a wide variety of strikingly dif- 
ferent state water laws. Many truly na- 
tional problems or regional problems can- 
not be met by the Federal government be- 
cause of constitutional restrictions, and yet 
are beyond the reach of the individual 
states. 


M* Harrison G. Roby of the Byl- 
lesby Engineering and Manage- 
ment Corporation presented a paper an- 
swering, in effect, many of the conten- 
tions in the above paper by Dr. Morgan. 
Mr. Roby attacked the TVA as uneco- 
nomic and contended that its power “is 
not cheap power.” He argued that “in 
the long run the net benefit to the pow- 
er user and the taxpayer will be greater 
if the private companies are permitted, 
as formerly, to develop the power under 
proper governmental regulation and 
control.” Mr. Roby also questioned 


TVA’s value as a flood control measure. 
The present TVA program will per- 
manently flood an area of land more 
than twice that covered during the high- 
est flood in the history of the Tennessee 
river. He pointed out that the annual 
flood damage in the entire Tennessee 
river basin was estimated at only 
$1,784,061 and questioned the wisdom 
of establishing permanent and expensive 
preventatives for temporary ailments of 
short duration. Mr. Roby summarized 
his paper as follows: 


It is submitted that the inclusion of 
private interests results in an essential fac- 
tor which otherwise is often absent—the 
necessity of staying within the boundary 
of economic soundness. 

In considering power development, the 
most economical use of hydro power lies 
in large integrated systems which obtain 
power also from steam-generating stations. 
The essential factor in keeping the cost of 
hydro energy low is a developed market 
which stands ready to take the entire 
water-power output as soon as it is avail- 
able, on a low load factor. 

The codrdination of projects for both 
navigation and power has not been general- 
ly carried out because it is not economical. 

f the 52 navigation dams on the Ohio 
river, only one diverts water to a power 
plant; and, of the 26 dams now being con- 
structed on the upper Mississippi river, 
none has any provision for power genera- 
tion. On the Tennessee river the con- 
struction of dams for the dual purposes of 
navigation and power has resulted in in- 
creasing their cost to about four times the 
estimated cost for navigation alone. The 
additional investment chargeable to power 
is so great that the hydro energy is rel- 
atively high in cost. 

Irrigation, requiring maximum draft of 
water in midsummer, does not give opti- 
mum regulation for power generation which 
has its greatest demand in winter. 

Only in a few instances has it been pos- 
sible to work out a feasible project com- 
bining the use of a water supply for both 
domestic purposes and power. 

The reduction of flood crests by reten- 
tion dams does not extend very far down 
the valley beiow the dams. In some cases 
the value of land permanently flooded by 
the dams is equal to the benefits conferred 
on the protected lands. 

There is a need for proper planning for 
the conservation of our water resources. 
This can best be done by the codperation 
of the government with private initiative 
in the development of economically sound 
projects. 
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Rural Electrification 
(Morning Session, Sept. 11th) 


r. Hudson W. Reed of the United 

Gas Improvement Company pre- 
dicted that farmers will be the losers if 
they go ahead with economically un- 
sound electrification plans. Starting 
with the necessity for clear and accurate 
definition, Mr. Reed pointed to the com- 
mon misunderstandings as to what con- 
stitutes “rural inhabitants,” “full use of 
electricity,” and so forth. He also 
warned against the unreliability of na- 
tion-wide statistics which fail to take 
into account widely varying local condi- 
tions. The listing of rural electrifica- 
tion so far accomplished in the United 
States, he stated, shows that only sound 
and gradual extensions under responsi- 
ble plans (such as the Pennsylvania 
Plan which was particularly recom- 
mended) had yielded evidence of sub- 
stantial and lasting progress in rural 
electrification. Mr. Reed’s analysis of 


varying conditions of rural customer 


density, farm revenues, construction 
costs, crop and tenancy conditions, lines 
financing, and other pertinent factors, 
supported his conclusion that most of 
the farms where electrification is of 
economic value have already been elec- 
trified and “if any radical increase in 
percentage of electrified farms is to be 
obtained, it must invent some form of 
subsidy, a subsidy based on the intan- 
gible benefits of electrification in the 
home and not on its use in farm opera- 
tions.” 

As for rural codperatives—the me- 
dium now being urged and financed so 
extensively by the Federal Rural Elec- 
trification Administration, Mr. Reed re- 
called that their history in this country 
has been one of continued failure and 
loss to members. The failure, he said, 
resulted principally from inadequate 
maintenance. He gave specific examples 
of such farmer-built lines which became 
run down and were finally turned over 
to private utilities for a fraction of their 
original cost, and often as a gift. Most 
of these lines built during the period 


around 1920 were sold about 1930 with 
an average period of about ten years 
under cooperative ownership. He point- 
ed out that private utilities have made 
great strides in rural electrification dur- 
ing the last year and a half, notwith- 
standing the refusal of the Rural Elec- 
trification Administration to allow pri- 
vate utilities to participate in its loan 
program to any substantial extent. Mr. 
Reed concluded : 


Any attempt to sum up the findings and 
conclusions with regard to such a complex 
problem as the one under consideration must 
of necessity consist of generalizations. 
There is no one answer, no specific plan 
which can accomplish the desired result. 
We have noted the growth of the electrifica- 
tion movement and its tendency to crystal- 
lize along certain definte lines. We have 
found that much of the area which can 
economically be served has already been 
reached by electric lines. We have seen that 
there are no clear guideposts to point out 
the direction and extent of the unserved 
market. National and regional statistics are 
virtually valueless in this respect and the 
more specific data which we have does little 
more than indicate the rather narrow limits 
of the future farm market. 

We have seen that there are no short-cuts 
in either the realm of construction or financ- 
ing which can radically alter the future de- 
velopment of rural electrification. Addi- 
tional agencies connected with this move- 
ment may simply complicate the situation 
and render even more difficult the task of 
the private utility companies, which have in 
the past, and will in the future, be the prime 
movers in extending electric service to the 
farmers. 

We have seen that the future problem of 
rural electrification is not one of farm eco- 
nomics, but one of sociology. Since most of 
the farms where electrification is of econom- 
ic value have already been electrified, the 
extension of electric service to other farms 
is simply a desirable consideration—but only 
one of many—in raising the rural standard 
of living. This is not to minimize the bene- 
fits which electricity can bring to the farm 
home. However, it must be clearly under- 
stood that if any radical increase in percent- 
age of electrified farms is to be obtained, it 
must await some form of subsidy—a subsidy 
based on the intangible benefits of electricity 
in the home, and not on its use in farm op- 
erations. 

It may seem to some that an unduly pes- 
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simistic picture of the future of rural elec- whole.” Mr. Morgan criticized the 
trification has here been painted. Neverthe- tactics of some privately owned utilities 


less, the real friends of this movement are. ‘ ‘“ ” 
those who have a real understanding of its taking only the “cream” of rural 


limitations as well as its possibilities, and markets and feared that it might result 
not those who, with unthinking optimism, jin preventing for all time the successful 
neglect the background of experience al- electrification of rural America. Mr. 


ready accumulated. M seed hi fol 
Many of the seemingly insurmountable ob- organ summarized his paper as fol- 


stacles that presented themselves during the lows: 


early days of the movement have been 
cleared away. Progress to date has been 
the result not of spasmodic, temporarily en- 
thusiastic, and overly ambitious drives, but 
of the continuously applied efforts of thou- 
sands of utility engineers, manufacturers, 
representatives of farm organizations, agri- 
cultural colleges, and state and Federal or- 
ganizations. It is only through such agen- 
cies—working in their inobtrusive, conscien- 
tious, and systematic manner—that the prob- 
lems still with us can be mastered. 


apache in effect, to Mr. Reed’s 
paper digested above, Harcourt A. 
Morgan, member of the Tennessee 
Valley Authority, asserted that “in a 
country where nearly six million farm 
homes are without electricity, there has 
been no rural electrification experience.” 
Mr. Morgan defended codperatives and 
pointed to a number of examples where 
they had survived in the past with sub- 
sidy or assistance. As to the future, 
Mr. Morgan predicted that “with expert 
assistance, the newer cooperatives will 
achieve reasonably good management 
and efficiency in operation, the same 
as demanded by any business, including 
operation of a farm.” Reflecting some- 
what the statement later made by Presi- 
dent Roosevelt in his address to the 
conference, Mr. Morgan continued that 
“since rural electrification will aid in 
achieving important benefits, it becomes 
desirable to look beyond the immediate 
balance sheet of an individual project 
and consider the larger balance sheet of 
rural well-being for the nation as a 


American agriculture is confronted with 
critical problems that widespread rural elec- 
trification promises to help solve. They are 
the problems of: Population distribution, 
overspecialization, soil erosion, fluctuating 
prices and production, tenancy, and the de- 
cline of agriculture as a mode of life. 

Already the electrified home in the coun- 
try is beginning to restore rural life to favor. 
Increasing rural consciousness can but result 
in greater economic stability and in a 
strengthening of national virility. The 
achieving of a healthful population balance 
will be aided. 

In farm operations, electricity makes for 
greater diversified production with less 
human drudgery. Increased financial re- 
turns are possible. Overspecialization may 
be combatted and a better adjustment to 
markets achieved. Refrigeration preserves 
food products of soil-conserving pastures 
and forage crops and thus encourages ero- 
sion control and improved farm practices. 

Electric-powered farm processing gives 
the farmer additional «stabilizing self-con- 
tainment. The self-contained farm depends 
upon a diversified output. 

Widespread rural electrification encour- 
ages small, scattered diverse industries as- 
sociated with the products of the areas in 
which they are located. Hence, there may 
be more part-time farming without interfer- 
ence to industrial employment. A compan- 
ionship of agriculture and industry should 
develop to benefit both. General economic 
improvement may be expected to encourage 
home ownership and thus help reduce ten- 


ney. 
In the United States, most rural lines be- 
long to distribution systems of private cor- 
porations as this type of business organiza- 
tion predominates among electric utilities. 
The national government is now encourag- 
ing greater extension of rural lines by both 
privately and publicly owned utilities. 





National Power and Resource Policies 
(Morning Session, Sept. 12th) 


r. George Soule, nationally known 


Republic, presented a paper at the final 


writer on the subject of planned business session of the conference which 
economy and former editor of The New called for the development of a new 
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system for “social accounting” to guide 
the nation in its public works and con- 
servation policies. A similar thought 
had been expressed by President Roose- 
velt in his address to the conference on 
the preceding day. Mr. Soule dwelt on 
the need for an immediate policy to pre- 
vent such tragic waste of our resources 
as that which occurred between 1922 and 
1930, during which period 35,000,000 
cubic meters of natural gas was delib- 
erately daily blown into the air. He as- 
serted that 9 per cent of our 413,000,000 
acres of crop land is now ruined by 
erosion, 30 per cent probably ruined, 
and 29 per cent potentially subject to 
ruin. He recalled the tremendous labor 
loss in the stagnant coal industry, our 
wasteful and profligate methods of ex- 
ploiting petroleum resources. Notwith- 


standing such “prodigal treatment of 
our natural heritage,” Mr. Soule point- 
ed to the fact that six out of our seven 
million farms are still without power, 
running water, and modern plumbing, 
and that almost one fourth of our total 
population, or 28,000,000 persons, live 


in houses without modern conveniences. 
The policy of “attack” in solving these 
problems was divided by Mr. Soule into 
two parts: the socio-technical and the 
socio-psychological. In the first realm 
we must address ourselves to developing 
the best technique for exploiting our re- 
sources in the most economical manner, 
with due regard for consumers, labor, 
and conservation. Waste of both ma- 
terials and labor must be defeated. This 
realm involves, of course, the interre- 
lationship among the uses of natural 
resources. In the second realm—socio- 
psychology, we must inculcate in the 
citizens an acceptance of conservative 
policies. We must work out the result- 
ing legal, political, and social implica- 
tions. Existing agencies must be mobil- 
ized to draft and effectuate plans. Most 
important of all is a proper setting for 
resources policy. Planning for abun- 
dance must supersede planning for 
scarcity. Mr. Soule concluded: 


As long as not enough goods and services 
reach the retail markets so that real income 
may be distributed widely and abundantly, 


groups and interests will strive for superior 
bargaining power and points of exclusive 
advantage rather than for rational satisfac- 
tion of general wants. It is fruitless to sub- 
stitute gas or water power for coal when the 
only result of what may be more efficient 
technique or better conservation is to throw .« 
miners permanently out of work. Why con- 
serve soil by substitution of forage for wheat 
when any increase in the milk supply brings 
resistance from the dairy interests because 
not enough milk can be sold at remunerative 
prices? The Chinese puzzle cannot be fitted 
together so long as we do not have a stead- 
ily expanding production and consumption 
of goods. And that requires adjustment of 
production, prices, and incomes for social 
ends throughout the system, and not just in 
the extractive industries. It requires an 
economy coordinated from mine and wheat 
field to the corner store for the task of pro- 
ducing and distributing abundance. 

It will doubtless be said that this goal 
now appears to be a long way off, and that 
something must be done in the meantime. 
That is true; something must be done, and 
something is being done. It is essential, 
however, that we keep in mind the desirable 
direction, so that as much of what is done 
as possible may make the task easier rather 
than increasing its already bewildering diff- 
culty. There is much that we may do to 
increase production and lower the price of 
the products; much opportunity exists for 
exploratory work in clearing minds concern- 
ing the factors of the major problem. We 
shall never be prepared to make any of the 
big advances that are theoretically possible 
unless we deal intelligently with the little 
and immediately feasible ones. It is desir- 
able also, however, to make trial flights and 
surveys over the larger areas. If that were 
not true, there would have been no place on 
this program for discussion of national pow- 
er and resources policies as a whole. 


R. Floyd L. Carlisle, chairman of 

the board of the Niagara Hudson 
Power Corporation, presented a paper 
strongly urging in the public interest 
that power developed in areas of Fed- 
eral power operation (TVA, Grand 
Coulee, Bonneville, etc.) should be sold 
to and distributed by existing private 
companies and municipalities which are 
now distributors of electricity. Such a 
procedure, he claimed, would preserve 
every sound economy—avoid the waste 
of duplicate investment, and preserve 
the power of the government to tax. 
If the government cannot successfully 
regulate, stated Mr. Carlisle, it cannot 
successfully own and operate. Let us 
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preserve our Federal and local govern- 
ments for the legislative and necessary 
governmental activities, instead of let- 
ting them become involved in a program 
that will likely lead to the further en- 
croachment upon private enterprise and 
perhaps the eventual departure from our 
traditional philosophy of government 
functions and property ownership. In 
contrast with Europe, pointed out Mr. 
Carlisle, we lack a career class in gov- 
ernment capable of managing commer- 
cial enterprises. On the other hand, 
private power industry has developed 
(without subsidy) to serve every rea- 
sonable demand and to weather the 
storm of depression without defaulting 
in any of its responsibilities. Mr. Car- 
lisle summarized his paper as follows: 


To discuss the national power and re- 
sources policy of the United States narrows 
at once to the merits of government owner- 
ship and operation, and private ownership 
and operation. The privately owned com- 
panies do 94 per cent of all of the electric 
business in the United States. Per custom- 
er kilowatt-hour sales by all utilities for all 
purposes exceed those of other countries ex- 
cept Norway and Switzerland where the 
energy is generated from very cheap hydro- 
electric sources. However, customer sales 
comparable to these two countries exist in 
certain sections of the United States, such 
as the Pacific Northwest and the Niagara 
frontier. 

The municipal power operations of the 
United States, taking into consideration 
taxes, charge higher average rates than the 
private companies. Los Angeles is the larg- 
est city having municipal operation. Its 
average use is below the national average: 
its residence rates are generally higher than 
the cities of Washington, Cincinnati, Buf- 
falo, and St. Louis. It has been enormous- 
ly subsidized. The Niagara-Hudson Sys- 
tem, with taxes adjusted, has rates as low as 
the Hydro of Ontario, and its western divi- 


sion has rates considerablv under the Cana- 
dian rates. 

The private power companies are one of 
the largest groups of taxpayers in the Unit- 
ed States. Municipal operations pay prac- 
tically no taxes. The individuals and cor- 
porations owning the bonds and stocks of 
the private utilities are furthermore taxed 
at rates rising to as much as 75 per cent 
of the income. The municipal bonds sold 
to finance municipal power ventures are 
largely purchased by the very rich and are 
completely tax-exempt, paying the govern- 
ment nothing. 

During the depression loans were made b~ 
the Federal government on a colossal scale 
to railroads, banks, insurance companies, 
manufacturing industries, and to agriculture. 
Private utilities received nothing. The mu- 
nicipal operations were exempted from the 
3 per cent energy tax, and were the recipi- 
ents of loans at low rates of interest and of 
gifts amounting to as much as 45 ner cent of 
the cost of additions to plant. 

The Tennessee Valley Authority is the 
first attempt by the Federal government to 
go directly into the power business. With- 
out creating a similar authority, huge devel- 
opments are being made upon the Columbia 
river and elsewhere. The creation of this 
huge amount of power is sought to be jus- 
tified upon the ground that it is merely in- 
cidental to navigation and flood control, and 
that a very large proportion of the cost is to 
be borne by the Federal government on the 
basis of benefits to navigation and flood 
control. This is for the purpose of cheapen- 
ing the cost of the power. Possible revenue 
from navigation and flood control is negligi- 
ble. The private companies have ample 
generating and distribution resources to 
serve all present demands and the ability 
to expand to meet all future demands. 

It is most decidedly in the public interest 
to preserve the financial soundness of the 
private power companies. The power from 
the government ventures should be sold and 
distributed by the private companies and 
municipal systems now in existence, under 
contracts giving to the consumers the bene- 
fits of any cheaper cost of generation. This 
can be done under contracts that will pro- 
tect the public interest. 


Concluded. 








Benevolent Dictatorship 


esters the TVA has inclined to a degree of benevolent dictator- 
ship. For example, when we furnish a community with TVA power, 
we require that the power shall be resold at rates not higher than those 


we specify. A community is free to 


take TVA power or not, but 


having agreed to buy that power, the Authority acts as benevolent 
dictator in decreeing maximum resale rates. This course is taken on 
the assumption that we from the outside have a clear vision of wisdom 
in TVA rates which the homefolks do not always have. 
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Opposes TVA, Codperatives 


HE American Bituminous Retail Coal 

Merchants’ Association, in annual conven- 
tion at Chicago, IIL, last month, unanimously 
adopted a resolution ‘ ‘opposing any govern- 
mental agency which competes with private 
enterprise by the establishment of corpora- 
tions or agencies such as TVA, which will 
compete with private enterprise in the pro- 
duction of power.” 

The convention also adopted a resolution in 
which it said it was opposed “to any legis- 
lation which discriminates between codpera- 
tives and members of the coal industry and 
allied industries, or legislation which sub- 
sidizes or favors codperatives in any way.” 


Studies Rates for Bonneville 
Power 


BY direction of President Roosevelt, the 
Federal Power Commission was reported 
ready last month to begin a detailed study 
as a basis for the determination of wholesale 
rates for the electric energy to be generated at 
Bonneville dam, on the lower Columbia river 
in Oregon. Chairman Frank R. McNinch an- 
nounced that the commission was planning to 
complete the study and submit its report to 
the President by the time Congress convenes. 
Construction of this large Federal project is 
so advanced, it was said, that definite decision 
would soon be required as to the wholesale 
rates to be charged for the power to be gen- 
erated at Bonneville so that negotiations could 
be conducted with prospective customers. 
Legislation was considered by Congress in 
its recent session, Senate Bill No. 4695, to 
provide for the operation of this project by 


the War Department, and to authorize the 
sale of power at rates and under contracts ap- 
proved by the Federal Power Commission. 
The bill also provided for the construction of 
the necessary transmission lines and related 
works. Introduced late in the session, this 
bill was not passed before adjournment. Sim- 
ilar legislation will, it is understood, be con- 
sidered by Congress in its next session. 

As the studies necessary to provide a sound 
basis for the determination of the rates will 
be time-consuming, and as delay in establish- 
ing these rates after the passage of the ap- 
propriate legislation would entail a material 
loss of revenue to the Federal government, 
it was said the President desired that the 
FPC undertake these studies without delay so 
that the rates may be promptly established 
when the legislation is enacted. 


Consider “Little Waters” 


CONFERENCE on up-stream engineering— 

described as the science of controlling 
“little waters”—was held in Washington last 
month led by Morris L. Cooke. Mr. Cooke 
was chairman of the long-range drought com- 
mittee named by the President, and the con- 
ference, said to be the first of its kind ever 
held, was viewed by its originators as of 
value in finding means for combating future 
droughts. 

Mr. Cooke contended that while engineérs 
have perfected the science of impounding large 
waters, only slight scientific study had been 
recorded on the conservation and control of 
“little waters”—rivulet headwaters. Confer- 
ence delegates, it was said, would “pool their 
experiences in the use and control of ‘little 
waters’ and the land resources of the coun- 


try.” 


Alabama 


Defends Right to Appear in Case 


j= Walter B. Jones in Montgomery cir- 
cuit court on September 15th denied the 
motion of Attorney General Carmichael that 
the Alabama Public Service Commission be 
barred from participation in the litigation over 
telephone rates in Alabama. Attorney Gen- 
eral Carmichael, who appealed from the com- 
mission’s order ‘reducing rates of the South- 
ern Bell Telephone Company $250,000 an- 


nually, contended the commission had no right 
to appear in court and defend its order. 
Counsel for the commission opposed the con- 
tention and won from Judge Jones the ruling 
that the commission did have the right to ap- 


pear. 

After winning the opening round, Richard 
Rives, commission counsel, moved that the ap- 
peal be dismissed. Both sides have announced 
they will appeal from the lower court’s deci- 
sion to the supreme court. 
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Arizona 


Urges State Power Board 


LBERT Stetson, addressing the Lions Club 
at Phoenix last month, urged the creation 
of an authority by the state legislature to 
study the possibilities of bringing power from 
Boulder dam on the Colorado river into Ari- 
zona. The authority, he said, if created would 
determine the feasibility of the project in co- 
6peration with the bureau of reclamation. A 
part of Mr. Stetson’s talk was devoted to cor- 
recting what he termed erroneous statements 
and half truths concerning Boulder dam pow- 
er. He declared that data prepared by elec- 
trical experts on the power from the dam 
fixed the average cost to Los Angeles over 
a period of fifty years at less than four mills 
per kilowatt hour. 

Mr. Stetson said the first ten years of the 
present contracts with coast users would make 
the cost a little more than six mills per kilo- 
watt hour because of the amortization of cer- 
tain costs in that period. After that, he said, 
the cost would be 3.7 mills per kilowatt hour. 

He said the Salt River Valley Water Users 
Association would be benefited by bringing 


power into the state and not injured as had 

aimed. He added that the Bureau of 
Reclamation would never approve any plan of 
bringing power into the state from the dam if 
it would injure the water users. 


Codperative Wants Plant 


HE Gila Bend Producers and Codperative 

Association last month planned a cus- 
tomer survey looking toward an application 
to the Rural Electrification Administration for 
aid in obtaining a generating plant and power 
distribution system. The association at its 
annual meeting also elected officers and decid- 
ed to ask the Maricopa county supervisors 
for a franchise. 

It was agreed that the next legislature 
would be asked to enact a law promoting 
coéperatives and increasing their scope so that 
there would be no doubt as to their rights to 
handle gas, water, electrical energy, other 
public necessities. The association, it was 
reported, would work with others in creating 
a state power authority for bringing electrical 
energy from Boulder dam. 


Arkansas 


No Authority to Adopt 
TVA Rates 


HE state utilities commission last month 

informed the Marked Tree city council 
that the commission had no authority to es- 
tablish TVA electric rates in Arkansas, or to 
fix rates on any basis other than upon a find- 
ing of the fair value of the property used and 
useful in furnishing such service. 


The commission had received a pan, 
signed by 150 residents of Marked Tree and 
endorsed by a formal resolution adopted by 
the city council, asking for TVA current or 
a reduction in rates of the Arkansas Power 
and Light Company to the equivalent of TVA 
rates. Officials of the commission said an 
investigation of rates at Marked Tree could 
not be undertaken immediately because all 
the personnel of the department was engaged 
on other investigations. 


California 


Offers Properties to City 


HE Los Angeles Gas & Electric Corpora- 

tion last month gave the department of 
water and power of the city of Los Angeles 
option to purchase the corporation’s complete 
electric system for $46,340, 

The agreement provided for payment to the 
city by the Los Angeles Gas and Electric 
Corporation, Southern California Gas Com- 
pany, and Southern Counties Gas Company 
of California of $505, 421 in settlement of gas 
franchise controversies involving the past use 
of city streets for distribution of gas and 
electricity. 

The arrangement included granting of 35- 


year natural gas franchises to the Pacific 
Lighting Corporation subsidiaries on the basis 
of a minimum of one per cent of gross. To 
become effective the proposal must be ap- 
proved by a vote of the people of the city. 
Charter amendments will be submitted at a 
special election to be held probably early next 
December, or sooner. 

The general plan provided that when the 
city purchases the electric system the com- 
pany must pay off in full its present bond 
issue of $40,000,000 covering both its gas 
and electric properties unless it provides some 
other method of releasing its electric system, 
which it must deliver free and clear of out- 
standing bonds. 
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District of Columbia 


Seeks to Buy Gas Utilities 


HE Washington Gas Light Company last 

month formally asked permission of the 
public utilities commission of the District to 
buy the Alexandria Gas Company and the 
Washington Suburban Gas Company of 
Hyattsville, from the Washington & Subur- 
ban Companies for an amount not in excess of 
$1,375,000. The Washington Company pro- 
poses to obtain bank loans to negotiate the 
deal, but planned to ask commission approval 
subsequently for the issuance of new stock. It 
was estimated the investment would net about 
64 per cent besides offering an opportunity 
for expansion in conjunction with the city. 
Filing of the application followed an all day 
conference between the commission and gas 
company officials and a representative of Stone 


> 


& Webster, who appeared for Washington & 
Suburban Companies. 

It was indicated that a public hearing would 
be held at which three major questions would 
occupy the commission. They were: (1) 
Whether either or both of the suburban com- 
panies should be bought by the Washington 
Company? (2) If the purchase is desirable 
what price should be paid? (3) What will 
be the effect of the deal on the financial con- 
dition of the Washington Company and sub- 
sequently local consumers? 

Application for the purchase was said to be 
the outgrowth of the action of the Washington 
& Suburban Companies, a Massachusetts com- 
mon law trust, in registering its 130,000 shares, 
representing a controlling interest, in the 
Washington Gas Light Company. The hold- 
ing company was expected to dissolve. 


Illinois 


Municipal Plant Case Appealed 
A FRIENDLY suit against the city of Jackson- 

ville to test the legality of the ordinance 
under which the city proposes to construct 
and operate a municipal light and power plant 
was appealed last month to the state supreme 
court for a decision. It was expected that a 
ruling would be made sometime during the 
month of October. 

W. N. Hairgrove and his associate plaintiffs, 
Bert Foster and W. L. Saville, lost their first 
attempt to have the ordinance declared invalid 
in June when the three judges of the circuit 
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court for that district, sitting en banc, handed 
down a written decision in which they denied 
all of the claims made by Hairgrove and attor- 
neys for the other two plaintiffs, and upheld 
the city’s claims. 

Construction has been scheduled to begin 
this fall if the supreme court hands down a 
favorable decision. It is proposed to con- 
struct a generating plant and distribution sys- 
tem under a A grant and loan, which 
already have been allotted to the city of 
Jacksonville. The light and power plant 
was ee to cost in the neighborhood of 


Indiana 


Asks Natural Gas 


HE Public Service Company of Indiana 

on September 15th filed a petition with 
the state public service commission asking 
permission to change its gas service in the 
city of Newcastle from artificial to natural 
gas. This change, the petition asserted, would 
result in an average saving of 24 per cent for 
resident users. The estimate was based on 
figures showing that the average residence 
consumption of artificial gas a month was 
2,100 cubic feet at a cost of $2.95 for gas 
of 570 s. tr. u. Under the new set-up, it was 
estimated the average consumption would be 


* 


1,200 cubic feet at a cost of $2.24 for gas of 
1,000 z.tT.v. 

On the basis of figures for the twelve 
months preceding June 30th of this year, the 
total savings for all types of users was ex- 
pected to be approximately 31 per cent. Gas 
revenue in the 12-month period was $95,700. 
Natural gas for the same length of time would 
have cost $66,600, the Public Service 
pany said. 

The natural gas which is to be used at New- 
castle will be obtained from the pipe line that 
connects the Panhandle Eastern line from 
Texas with the West Virginia gas fields of 
the Columbia group. 
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Kentucky 


Phone Compromise Fails 


AY effort to reach a compromise between 
the city of Louisville and the Southern 
Bell Telephone and Telegraph Company on 
the rate controversy failed September 21st 
at an executive meeting of the state public 
service commission and telephone and city 
officials. Those who attended included Mayor 
Neville Miller, George Slaff, the city’s coun- 
sel; Mark Beauchamp, director of law; 
Horace A. Taylor, president of the board of 
aldermen; Louis K. Webb, state manager of 
the telephone company, and J. C. Doolan, of 
counsel for the company. 

The commission has had the rate controver- 
sy under consideration since last spring when 
efforts were made by the city to obtain a com- 
promise on its demands for a 25 per cent re- 
duction. Those at the meeting indicated the 
commission would set a date later for a hear- 
ing on the rate controversy. Efforts were 
made, it was said, to revive the idea of a 
compromise, but neither the city nor the com- 
pany would change the stands they made last 
summer. 


City Asks Injunction 


HE city of Paris on September 24th filed a 
suit in the Bourbon circuit court seeking 
an injunction against the Kentucky Utilities 
Company to prevent it from engaging in “the 
sale or distribution of electric current for 
light, heat, or power purposes within the cor- 
porate limits of the city of Paris without a 
franchise and against the consent of the board 
of commissioners.” The petition also asked 
that the company be required to remove its 
electrical equipment from the public ways. 
The commissioners passed an ordinance in 
September forbidding the utilities company to 
distribute electric current after September 15th 
and directing that the carriers of electricity 
be removed from the streets. 
The action, it was said, was based on a 
1936 act of the Kentucky general assembly 


which states that “if a city owned or desired 
to own and operate a municipal plant to ren- 
der the required service, it is not necessary for 
the municipality to offer a new franchise for 
sale to a private person, firm, or corporation 
against the consent of the legislative author. 
ities or governing board of that city.” 


Consumer Rates Cut 


Pye es patrons of the Kentucky-West 
Virginia Power Company will receive 
rate reductions totaling $140,168.71 a year 
under a new schedule of electric rates filed 
September 22nd with the Kentucky Public 
Service Commission. The company, which 
operates in Kentucky at Ashland, Pikeville, 
Hazard, and adjacent territory, has reduced 
its rates twice since the public service com- 
mission was organized. The reduction was 
voluntary and came on the company’s sug- 
gestion. 

The new rates represent a decrease of 9} 
per cent over those existing for several 
months. The minimum bill under the new 
schedule will be $1 a month. The residential 
consumer will pay 5 cents a kilowatt for the 
first 30; 4 cents for the next 40; 24 cents for 
the next 230 kilowatt hours, and 14 cents for 
all over that amount. 


Offers Line Free of Charge 


| fo of losing its street car line, which 
delivers groceries as well as passengers, 
Maysville learned last month that it can have 
the 5-mile system free of charge, if it wishes. 

The ways and means committee of the city 
council had before it a proposition submitted 
by the Kentucky Power and Light Company, 
through the city attorney, offering trackage, 
contingent only upon free use of a new bridge 
for the carrying of gas mains. 

The Railway and Transfer Company, the 
operating firm, had previously announced that 
because the line never had been a paying prop- 
osition, it was to be abandoned. 


Michigan 


May Lose REA Allocations 


HE development of rural electric power 
service for 30,000 farm residents in the 
lower peninsula of Michigan, it was reported 
last month, hinged apparently on new efforts 
of the Michigan Rural Electrification Asso- 
ciation to overcome legal and technical bar- 
riers in the state. 
Morris L. Cooke, REA administrator, dis- 


closed that $2,000,000 made available by the 
Rural Electrification Act of 1936, had been 
tentatively allocated for prospective rural pow- 
er projects in Michigan, but that much of the 
allocation might be distributed to other states 
by next June 30th if Michigan rural power 
sponsors were not able to surmount legal ob- 
stacles within the state. 

Cooke made public an exchange of corre- 
spondence with Redmond M. Burr, president 
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of the Michigan Rural Electrification Asso- 
cation, in which Burr appealed to the REA 
to hold Michigan’s allocation intact until the 
association devised a solution of its problem. 
In a letter to Cooke, Burr said the Michigan 
Corporation and Securities Commission re- 
fused to approve rural power codperative char- 
ters until the Michigan Public Utilities Com- 
mission passed on the applications. Burr said 
seeking approval of the utilities commission 
had failed to remedy the situation, and that 


local sponsors of projects have not applied to 
the commission because of the “delays, diffi- 
culties, and heavy expenses that have been 
imposed upon codperatives by proceedings be- 
fore commissions” in other states. 

He said also a declaratory judgment suit 
to test the right of the corporation and securi- 
ties commission to refuse to approve the char- 
ters except upon prior approval by the public 
utilities commission had been dismissed on 
technical grounds. 


Minnesota 


Utilities Pay More 


ayor C. P. Anderson announced recently 

that the Owatonna public utilities com- 
mission would pay $3,500 to the city next year 
and each year thereafter. The money, it was 
said, will go into the city treasury in lieu 
of the taxes which were formerly paid on the 
gas plant of the Interstate Power Company, 


from which the city utilities recently pur- 
chased the natural gas service and its distribu- 
tion service. 

The amount will be in addition to $10,000 
turned over yearly to the city by the plant in 
lieu of taxes paid by the privately owned 
electric plant when it was in operation. A 
$10,000 check has been turned over to the city 
yearly since the plant’s establishment. 


M iSSissipp1 


Adopts Industrial Bill 


HE state legislature last month passed a 

bill authorizing counties or municipalities 
to promote and operate any of 50 industries. 
Governor Hugh White was expected to sign 
the bill, as he sponsored the measure as a 
“means of balancing agriculture with industry” 
in Mississippi. 

Under its provisions a county or municipal- 
ity may bond itself up to 10 per cent of its 
assessed valuation to acquire, finance, or op- 
erate industrial plants under supervision of 


a Mississippi industrial commission appointed 
by the governor. Industries ranging from 
textile concerns to automobile tire factories 
were included in the eligible list with com- 
munities having the right to build a plant for 
private operators or to operate it as a com- 
munity enterprise. Mississippi communities 
already have the right to engage in utility en- 
terprises. 

The new law, it was said, is commonly 
viewed as the result of public ownership agita- 
tion encouraged by Tennessee Valley Au- 
thority activities. 


Missouri 


Sets Aside Rate Cut 


HE state public service commission on 
September 15th set aside an order against 
the St. Joseph Railway, Light, Heat and Pow- 
er Company for an electric rate reduction of 
approximately $336,000 a year, and then grant- 


ed the utility a new hearing, it is reported. 

The utility had sought a rehearing in the 
case on the contention the public service com- 
mission had erred in determining a “fair value 
and proper operating charges of the company” 
in an appraisal which it began about five years 
ago. 


» 
Nebraska 


Wants Public Power 


Presser to become the first city to pur- 
chase its power from the Loup river public 
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power district, the city of York decided at a 
special meeting of the city council to 

more information from officials of the Co- 
lumbus-Genoa project regarding its proposed 
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system of electric power distribution and rates. 

It was understood that the PWA-construct- 
ed projects embodied in the Nebraska Little 
TVA could offer power at much lower rates 


The Columbus-Genoa power plants are ex. 
pected to begin producing current next spring 
it is said. However, it is reported that power 
from a proposed interconnection of systens 


than York is now paying for energy secured 
from the Iowa-Nebraska Light & Power 
Company. 


with the Platte valley project near the city 
of North Platte may be available before that 
time. 
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New York 


gas line. It was said that unless New York 
= the natural gas from the Pennsylvania 
eld some one else would. 


Approves Natural Gas Line 


HE petition of the Cabot Gas Corporation 

for authority to construct a 92-mile trans- 
mission line to bring natural gas from Penn- 
sylvania and southern New York to the city 
line of Rochester was granted last month by 
the state public service commission. The line 
will involve an expenditure of more than 
$1,500,000, and the installation of spur con- 
nections will bring the investment to about 
$1,750,000, it was reported. 

Commissioner Maurice C. Burritt, who con- 
ducted the hearings and investigation of the 
proposed natural gas line, recommended the 
disapproval of the petition on the grounds that 
it would be an unnecessary drain upon a lim- 
ited supply of natural gas, which would be 
used up mainly for low-grade fuel purposes, 
that it would inject a competitive factor 
against the long established gas utility in 
Rochester, and that such competition would 
be of doubtful advantage to the people. 

Chairman Milo R. Maltbie and Commis- 
sioners Lunn, Brewster, and Van Namee 
joined in approving the petition for the new 
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Ohio 


To Make Survey of 
Utility Charges 


ESULTsS of a private survey of electricity, 
water, telephone, and gas rates made re- 
cently by a consulting engineer of Babylon, 
Long Island, will be submitted to the Suffolk 
county board of supervisors at its next meeting 
this month. It was reported that the survey 
disclosed an overcharge in electricity rates 
alone amounting to $92,500; similar excessive 
rates are declared to be paid also for public 
water. 

Charging that the total expenditure in the 
county by the municipalities for utility service 
is about $1,000,000, which is about one fifth 
too high, and that the utilities fixed rates 
arbitrarily, the engineer will ask the county 
board to appropriate $15,000 for a county- 
wide, all-inclusive survey in a move for lower 
rates. 


Recent Private Utility 
Rate Reductions 


Te public utilities commission of Ohio 
has announced through Chairman E. J. 
Hopple that for the third quarter of 1936— 
July, August, and September of this year— 
privately owned utilities operating in Ohio 
have made reductions in rates which, upon 
the basis of the business for the previous 
twelve months, will accord their consumers 
an annual reduction of $306,820.86. This sav- 
ing, with reductions made during the first six 
months of 1936, $2,568,864.39, amounts to 4 
total for the nine months of 1936 of $2,875, 
685.25. These rate reductions were nego- 
tiated by the commission without formal hear- 
ing or were voluntarily made by the operating 
companies. 
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Investigates Municipal Plant 


NVESTIGATION of the Columbus municipal 

light plant to determine the exact amount 
of its earnings and to ascertain other financial 
items was ordered by the city council last 
month by a vote of four to three. A commit- 
tee of three councilmen was appointed to make 
the probe. 

One of the points to be determined by the 
probers was whether the plant earned $98,000 
of surplus revenue last year, or whether total 
expenses were 6,000. Council President 
Frank C. Karns was among those opposing 
adoption of the resolution, stating that it 
would infer that something needed to be in- 
vestigated in the light plant. 

It was expected that the council would in- 
troduce an ordinance setting up the light 
plant as a separate utility. 
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Oregon 


Adopts Phone and 
Power Reports 


| R= technical reports dealing with pro- 
posed reductions in electric power and 
telephone costs to the state were adopted by 
the state board of control on September 14th. 
The power report was prepared by Profes- 
srs F. G. McMillan and Ben N. Nichols of 
Oregon State College, while the telephone re- 
port was written by Wallace S. Wharton, 
state budget director, based on information 
furnished by Frank C. McColloch, state util- 
ity commissioner. 

Among the recommendations contained in 
the telephone report were the following: 
That all telephone service for state offices 
be placed on a requisition basis, subject to 
approval of the state budget department. 


Commission to Aid 
Power Program 


ssurING Governor Earle that the state pub- 
lic service commission will codperate 
with the Rural Electrification Administration 
at Washington, or any other agency interested 
in making it easier for farmers to get electric 
light and power at lower rates, Chairman C. 
Jay Goodnough of the commission, recently 
told the governor that the commission was 
working toward lower rates. He also told 
the governor that in future all applications 
for rural electric service in Pennsylvania will 
be independently investigated by the commis- 
sion. 

The chairman in a letter in reply to a com- 
munication from the governor wrote that 
members of the commission had discussed with 
Morris L. Cooke, director of the REA, mat- 
ters which it was hoped would result in im- 
proved rural electric service. 

Cooke recently stated that the Pennsylvania 
Joint Committee on Rural Electrification was 
the greatest menace to rural power extension. 
He took the stand that the committee was 
dominated by Pennsylvania power company 
officials. 

The commission letter suggested the gov- 
ernor was “misinformed as to the extent of 
the activities of the public service commission 
in recent years in rate reductions” and out- 
lined past and present efforts to secure cheap- 
er electricity for both rural and urban con- 
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Pennsylvania 
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That all state officials and employees cer- 
tify that long-distance telephone calls could 
not have been handled by mail or otherwise 
at less cost. 

That officials and state employees using 
telephones without approval be held liable 
for the costs incurred. 

Mr. Wharton said that the principal abuse 
in the state’s telephone set-up was long-dis- 
tance calls. 

The power report recommended better util- 
ization of the generating plant at the state 
penitentiary, interconnection between the pris- 
on and the Oregon state hospital, and rear- 
rangement of pumps and other power-con- 
trolled devices at other institutions. 

Commissioner McColloch said he was sat- 
isfied that these recommendations, if adhered 
to by the board of control, would result in 
substantial savings. 


sumers. The letter did not directly reply to 
the governor’s suggestion that it divorce itself 
from the joint committee. The chairman said 
that at no time has the joint committee “ex- 
ercised any control over the commission,” and 
that the commission was represented on the 
committee “merely for information on matters 
that came before the committee.” 
Proposes Sliding-scale Rate 

Cy ay Earle on September 23rd asked 

the state public service commission to 
scrap its present “expensive, wasteful, and 
dilatory” method of rate fixing, involving liti- 
gation extending in some cases nearly ten 
years, and substitute an automatic sliding- 
scale system, which has been so successful in 
the District of Columbia. 

Chairman C. Jay Goodnough told the gov- 
ernor that the commission was favorably in- 
clined to the plan and was ing a serious 
study of its possible application in Pennsyl- 
vania. He indicated some action would be 
taken in the near future, but observed that 
the inauguration of such a system “is predi- 
cated upon the attitude of the utility compa- 
nies in Pennsylvania.” 

Governor Earle declared he was against 
further appropriations for rate cases and that 
the “sliding scale which is authorized by Art. 
3, § 1, of the Public Service Company Law 
provides an escape” from the present “evil 
method” of determining utility rates. 
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Tennessee 


TVA Brief Filed 


Ye that the act creating the Tennessee 
Valley Authority is constitutional and 
valid, attorneys for the TVA, in a brief filed 
with Federal District Judge John Gore at 
Nashville on September 24th, declared the 
TVA can be sued only in the place designated 
as its legal headquarters—the northern dis- 
trict of Alabama. 

The brief was filed in response to a re- 
quest by Judge Gore in the suit of 19 private 
utility companies in the South asking for an 
injunction to halt TVA operations. After 
hearing arguments on dismissing the suit on 
jurisdictional grounds, Judge Gore decided 
that he must rule first on the question of con- 
stitutionality. The brief of the TVA agreed 
that constitutionality must be determined be- 
, the jurisdiction of the court can be de- 
cided. 

The brief said the court could hold the TVA 
act “wholly constitutional” or, if the court 
were unwilling to take such a broad view, 
could hold it was a “constitutional agency.” 
Referring to the contention of the complainant 
companies that suit could be maintained against 


the individual directors of TVA the brief said 
that if suit “is permitted against the director; 
based on the alleged unconstitutionality or 
wrong-doing of the authority, it defeats the 
whole purpose of the law which requires that 
litigation against the authority be in its legal 
domicile in Alabama.” 

Meanwhile at Memphis the Memphis Power 
and Light Company on September 28th amend. 
ed its original chancery court suit against the 
city of Memphis to include a petition that the 
city be enjoined from using $300,000 borrowed 
from three banks last month to begin im- 
mediate construction of a municipal plant for 
handling TVA power. 

The surprise move on the part of the utility 
came as the original suit was heard by Chan- 
cellors John Swepston and Louis Bejach. It 
sought to enjoin the city from going ahead 
with plans to construct a distributing plant 
authorized in a $9,000,000 bond issue. 

The suit was filed August 19th after Major 
Thomas H. Allen, chairman of the city light 
and water commission, announced the city had 
dropped negotiations to buy the utility’s dis- 
= system and would build its own 
plant. 


West Virginia 


of electricity would save 50 cents a month on 


Reduces Electric Rates 


tS Appalachian Electric Power Company 
last month announced a substantial rate 
cut, ranging as high as 24 per cent in domestic 
schedules and up to 16.5 per cent in commer- 
cial schedules. Stated in terms of dollars a 
domestic consumer using the average amount 


his lighting bill. It was estimated that a 
heavy consumer could save as much as $2.59 
a month. The customer charge has been 
eliminated entirely. 

Under the new schedule of rates the rural 
extension rate has been reduced from a guar- 
anty of 12 per cent to 14 per cent per month. 


Wisconsin 


Strife over Power Lines Averted 


HE Wisconsin Public Service Commission 
recently moved for peaceful solution of a 
conflict over rural electrification in the state, 
by securing a promise from the Wisconsin 
Power & Light Co. that it would not proceed 
with a farm line extension between the towns 
of Plymouth and Center, Rock county, until 
commission authorization is given. 
Representatives of the Rock county farmer 
electric codperative, which has been promised 


a loan by REA at Washington, D. C., and 
legal counsel for the state REC office com- 
plained to the commission that the utility was 
violating the commission’s general order on 
rural extensions in four Rock county rural 
areas. 

This complaint was refuted by the company’s 
secretary, who contended that the REC office 
has consented to the protested extension, 
and that a map of the codperative showed 
it did not intend to serve in the area where 
the company extension was made. 
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The Latest Utility Rulings 





Hotels Not Entitled to Compensation 
As Telephone Operators 


A= commission must take into 
consideration the amount that a 
telephone company pays a hotel as its 
agent in conducting hotel telephone serv- 
ice in order to determine the rate ac- 
tually paid by the hotel for telephone 
service. On this ground the Missouri 
commission held that it has jurisdiction 
over all contracts between a telephone 
company and a hotel which in effect 
vary the scheduled rates and affect the 
ultimate charge to be paid by a sub- 
scriber for service. 

The commission, after asserting its 
jurisdiction over contracts for division 
of charges, refused to accept the prin- 
ciple of apportioning to telephone sales 
a share of all indirect hotel expenses. 
Such apportionment was urged by the 
hotels in support of the theory that the 
cost of getting a hotel guest to the tele- 
phone is chargeable to the telephone 
company. The commission said: 

The fallacy underlying this principle is 
that of treating the “telephone department” 
as a revenue-producing department of the 
hotel. The hotels are not in the telephone 
business. They are not telephone corpora- 
tions and have no right to sell telephone 
service either at a loss or at a profit. 
Whether the telephone service purchased by 
the hotel is profitable to it, or worth buy- 
ing, is a question wholly beside the issues 


in this case. Further, the theories of al- 
location and apportionment of expenses 
made by the witness for the petitioners is 
extreme and without justification. Why the 
telephone company should bear a portion of 
the expenses of the management of a hotel 
including salary of employees from the 
executive to the bell boy and the doorman 
is beyond our conception. 


The commission did not find sufficient 
evidence in the case to justify a reduc- 
tion in rates for hotel service. It did 
find, however, that there was discrim- 
ination in the rates charged guests in 
hotels for local calls. The charge for 
guest telephone service, it was said, 
should not depend upon the will of his 
host. The commission ordered that the 
local message charge to patrons of a 
hotel should be uniform and not more 
than 5 cents where the switchboard of 
the hotel is attended and personal serv- 
ice is rendered. 

The company, however, was permitted 
to amend its schedule so as to charge a 
rate of not more than 10 cents for an 
outside telephone call from a booth in 
the hotel lobby or from a telephone out- 
side of guest rooms connected with the 
hotel switchboard. Jefferson Hotel Co. 
et al. v. Southwestern Bell Telephone 
Co. (Case No. 8960). 


e 


Combined Billing Allowed for Electric Service 
to Businesses under Common Ownership 


AS against the using of 
two meters in measuring electric 
service to a building owned, operated, 
and managed by one person was sus- 
tained by the North Dakota commission. 
An adjustment to the single billing basis 
was also ordered for bills paid under a 
2-meter system. 


The complainant owned a building in 
which he operated a drug store and a 
hotel and café. A small space was also 
occupied by a barber shop the rental of 
which included lighting. The company 
had installed separate meters for meas- 
uring service to the drug store and to 
the hotel and café. 
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The commission held that this was im- hotel and be measured and included with 
proper. The current used in the barber that used by the other businesses in the 
shop, it was said, should be considered building. Kraft v. Otter Tail Power 
the same as that used in a room in the Co. (Case No. 3526). 


e 


Rural Electrification in Wisconsin 


HE Wisconsin commission, after 

further hearings on its order adopt- 
ed last March [14 P.U.R.(N.S.) 25] 
relating to extensions of rural lines of 
electric utilities where codperative as- 
sociations are involved, modified the 
rules slightly and further extended the 
periods during which they should be 
effective. 

The commission asserted its jurisdic- 
tion to regulate such extensions although 
it was objected by utility companies that 
the commission could refuse authority 
to extend only (a) where the project 
would substantially impair the efficiency 
of the service of the public utility; (b) 
where facilities would be provided un- 
reasonably in excess of the probable fu- 
ture requirements; or (c) where the 
project would, when placed in operation, 
add to the cost of service without pro- 
portionately increasing the value or 
available quantity of the service fur- 
nished by the utility. 

The commission did not believe that a 
strict construction of the statutes was 
warranted by the circumstances but that 
the commission’s orders were appro- 
priate and a reasonable means toward a 
reasonable goal and that they were fully 
warranted under the public utility stat- 
utes. 


e 


The experience of the commission in 
cases arising under its earlier orders in- 
dicated the point where limitations on 
the untrammeled right to make rural 
extensions should be applied in the in- 
terest of an economic and widespread 
development of rural electric service. 
oon limitations were described as fol- 
ows: 


Our conclusion is that up to the point 
where a coOperative association is formed, 
and a loan contract signed, there should be 
an open opportunity to solicit customers and 
bring to them the information necessary to 
a choice of how and when electric service 
can be obtained. However, when a duly 
organized codperative association has laid 
out a project, and has signed a loan con- 
tract, it appears uneconomic to authorize 
additional construction by any other agency, 
without good cause shown, at least until the 
costs and conditions of service by the co- 
Operative are definitely known. On the 
other hand, where plans for a codperative 
have not reached this stage and where 
an existing utility has projected an exten- 
sion to reach bona fide applicants for serv- 
ice, denial of the privilege of construction by 
the utility, except for compelling reasons 
duly shown, appears unwarranted. We be- 
lieve that rules regulating competition be- 
tween the rival agencies which are consis- 
tent with the above policy are justifiable 
under the statutes as well as by equity. 


Re Extensions of Rural Lines of Elec- 
tric Utilities (2-U-965). 


Electric Utility Ordered to Serve Rural 
Codperative Organization 


N electric utility was ordered by the 
Wisconsin commission to furnish 
service to a rural electric codperative 
over the utility’s objection that it had 
not held itself out to furnish this type of 
service. The company stated that it had 
never held itself out as a wholesaler 
either within or without its territory. 


The utility company claimed to be a 
local utility serving one central city and 
the immediately surrounding territory. 
Its plant and facilities were alleged to 
be designed only to serve this limited 
market and area. The company did not 
desire, and did not believe it could be 
legally required, to undergo the expense 
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of serving the codperative if that meant 
throwing additional expenses on the 
shoulders of present local customers. 
The commission held that the codpera- 
tive was in the position of an applicant 
for service asking for connection to an 
existing line of the utility. The request- 
ed point of delivery was on the edge of 
the company’s market area, and the com- 
pany was not asked to deliver power 
outside the territory it professed to 
serve. The codperative intended to take 
this power, redistribute and resell it to 
its members. The commission was of 
the opinion that there could be no legiti- 
mate objection by the utility company if 
service were rendered in accordance 


with its rules and regulations as long as 
the codperative bore its fair share of the 
expense of extending the service. 

The commission did not believe that 
the use which the codperative intended 
to make of the service was determina- 
tive of the legal question of duty to 
serve. The company’s obligations, it 
was said, stop with the delivery of ener- 
gy, and what use the codperative might 
devote the energy to beyond the point of 
delivery affected the classification of 
service but not the legal obligation to 
serve, as long as the codperative com- 
plied with reasonable service and collec- 
tion rules of the utility. Re Madison 
Gas & Electric Co. (2-U-1019). 


Accounting for Spread between Net Worth 
and Stock Issued Therefor 


ie Pennsylvania commission, in 
approving the issuance of common 
stock for acquisition of a motor freight 
hauling business previously conducted 
by an individual, ordered that the excess 
of the net worth of the assets acquired 
over the par value of the common stock 
to be issued therefor be credited upon 
the company’s books to “donated sur- 
plus” account, stating: 


One feature of this application which may 


7 


or may not be objectionable is an indica- 
tion that the spread between the net worth 
of the business and the stock to be issued 
therefor will be credited to “surplus” ac- 
count. This is not sufficiently specific, for 
it leaves the way open for a credit to the 
earned surplus account, from which divi- 
dends subsequently may be paid, whereas 
the proper credit would be to donated sur- 
plus, insuring the retention of the acquired 
assets in the business. 


Re Modern Transfer Co. Inc. (Securi- 
ties Docket No. 185). 


Reparation Awarded for Charges in Excess 
of Rate Schedule 


HEN a public service company 
makes charges in excess of those 
provided in its tariff, according to a 
ruling by the Pennsylvania commission, 
the consumer paying such charges is en- 
titled to a return of the excess so collect- 
ed without proof that the charges are 
unreasonable in and of themselves and 
without proof of additional damage. 
The commission, after making - this 
ruling, disposed of a defense offered by 
the company that the overcharges were 
the result of its interpretation of its 


tariff and that such interpretation was 
bona fide and, therefore, it should not 
be required to refund charges made in 
accordance with that interpretation. 
The commission observed that the com- 
pany did not suggest that the objections 
and representations made by the cus- 
tomer with reference to the collection 
of charges under that erroneous inter- 
pretation were not made in equally good 
faith. Viscose Co. v. Lewistown-Reeds- 
ville Water Co. (Complaint Docket No. 
9648). 
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Location of Telephone Lines on Highway 


| agin nag was made by the op- 
erator of a service line telephone 
company that, because of his prior oc- 
cupancy, the operator of a similar com- 
pany should maintain her line on the 
opposite side of the road. This, the 
Pennsylvania commission held, would be 
an improper practice to follow inasmuch 
as it is generally recognized that wher- 
ever practicable only one side of a high- 
way should be occupied by communica- 
tion circuits, leaving the other side clear 
for electric circuits. The commission 
continued : 


This is especially true in rural sections 
where it is probable that electric circuits 
may be maintained at voltages which make 
difficult the control of inductive interference 
to collinear telephone circuits, and may even 
result in hazards to telephone subscribers, 
as well as telephone plant. If it is neces- 
sary that two telephone lines occupy the 
same highway, it is essential that the tele- 
phone companies codperate to the end that 
they may both serve the public, and, in so 
doing, present as few obstacles as possible 
to the furnishing of electric service. 


Hatmaker v. Burke (Complaint Docket 
No. 11161, Application Docket No. 
34640). 


e 


Commission Lacks Jurisdiction over 
Contract Question 


HE New York commission dis- 
missed a complaint by a customer 
of an electric utility that rates were in 
excess of rates agreed upon in a contract 
relating to a service extension. There 
was no evidence that the rates charged 
were excessive, but the sole complaint 
was that the rate exceeded the amount 
allowed under the contract. 
Commissioner Brewster, in an opinion 
approved by the commission, declared: 


The commission is a fact-finding commis- 


sion and has no power of restitution or re- 
fund for violation of a contract such as here 
in question and which was entered into 
without its knowledge or consent. The 
agreement is a private contract and any 
question of violation thereof is within the 
jurisdiction of the courts and not the com- 
mission. Neither the company nor 
the consumers could by contract executed 
between them, without the knowledge and 
consent of the commission, fix rates which 
would be charged in any community. 


Bates v. Northern New York Utilities, 
Inc. (Case No. 8875). 


e 


Other Important Rulings 


gy North Dakota commission ap- 
proved a telephone rate schedule 
providing for collections six months in 
advance but denied the right of the com- 
pany to refuse service to subscribers 
who had become in arrears in their pay- 
ments and to whom the company had 
extended credit in the past. Re Over- 
land Telephone Co. (Case No. 3547). 


The Pennsylvania commission ap- 


proved the right of the widow of a 
certificate holder to furnish taxicab 
service, as a transfer of rights previous- 
ly authorized under the certificate issued 
to her late husband, although there was 
a condition inserted in his certificate 
providing that the right could not be 
transferred. This action it was said 
should not be interpreted as a precedent. 
Re Newman (Application Docket Nos. 
22248—Folder 2, and 34544). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Yonkers Electric Light & Power 
Company et al. 


[Case No. 2888.] 


Accounting, § 24.1 — Underwriting fee — Affiliated company. 
1. Organization account, a fixed capital account, should be credited to the 
extent that there has been charged to it a part of an underwriting fee paid 
by a parent company and improperly allocated to its various subsidiaries 
without the approval of the Commission, and the parent company should 
be charged with the same amount, p. 90. 


Accounting, § 24.1 — Patent rights — Absence of benefit — Affiliated companies. 
2. Surplus should be debited and miscellaneous intangible capital should 
be credited with the amount representing an allocated expense made by 
an affiliated company for patent rights which are of no practical benefit 
to the public utility, p. 91. 


Accounting, § 31 — Land — Unused portions. 
3. A transfer from land account to miscellaneous investment account should 
be made for the amount of land of a public utility company which is not 
used in the service of the public, p. 91. 


Accounting, § 12.1 — Fixed capital not classified. 
4. An amount in the fixed capital not classified by prescribed accounts 
should be transferred to surplus to the extent that such amount represents 
no property, p. 91. 


Accounting, § 24 — Incompleted construction. 
5. The account for substation equipment should be credited and miscel- 
laneous suspense debited to the extent of the estimated cost of lighting 
protection towers and their foundations which are not yet in service, for 
which a permit has not been secured from the city, and the construction 
of which may not proceed, since until they are actually in service they 
should not be in fixed capital, p. 92. 


Accounting, § 28 — Depreciation — Fixed capital and reserve. 
6. Items written off from fixed capital account for depreciation of a trans- 
mission line without the creation of a reserve, as required by the account- 
ing system in effect, should be restored and a reserve built up appearing 
on the liability side of the balance sheet showing the amount of the accrued 
depreciation, p. 92. 

Accounting, § 14 — Property not in existence. 
7. An amount representing structural items not in existence, but carried 
for several years because the Commission had not yet ordered the company 
to make the correct entry, should be eliminated from the structures account 
and charged to the reserve, p. 92. 


[August 4, 1936.] 
89 15 P.U.R.(N.S.) 
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OMMISSION investigation of accounting practices; company 
ordered to make accounting changes so that fixed capital 


account would represent cost of existing property. 


MALtTBIE, Chairman: The history 
of this case is given in an opinion of 
the Commission adopted November 
29, 1932. On December 13, 1932, an 
order was adopted requiring the Yon- 
kers Electric Light and Power Com- 
pany to credit its fixed capital accounts 
and to debit surplus to the extent of 
$473,000 in round figures. The com- 
pany was also ordered to restore the 
book figures relating to certain prop- 
erty to their original cost and to in- 
crease a reserve a like amount. 

Very shortly thereafter, the com- 
pany petitioned for an opportunity to 
be heard upon the provisions of the 
order. This request was granted and 
the company began the presentation of 
testimony upon March 3, 1933. Be- 
fore this had been completed, a pro- 
ceeding to determine the reasonable- 
ness of the rates charged by the Yon- 
kers Company was started and as it 
also would call for testimony regard- 
ing the original cost of the property, 
among the many matters which are in- 
volved in a rate case, the company was 
advised that no determination would 
be made as to the entries which should 
appear upon the company’s books until 
all of the testimony relating to origi- 
nal cost and the charges to fixed cap- 
ital accounts had been presented and 
the matters thoroughly investigated. 

The record in the rate case (No. 
7606) has not yet been completed, but 
all of the testimony relating to original 
cost and to the fixed capital accounts 
has been submitted. Although the tes- 
timony presented by the company has 
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in no way established its claims that 
the original order was in error, fur- 
ther investigation by the accountants 
and engineers for the Commission 
show that additional changes are nec- 
essary in order to make the books of 
the company reflect proper charges to 
fixed capital accounts. Indeed, the 
testimony of the company’s engineers 
have from the beginning supported the 
order. Nevertheless,: until very re- 
cently the company through its counsel 
has taken a litigious attitude. I am 
now advised, however, that the com- 
pany is willing to revise its accounts in 
the manner desired by the Commis- 
sion. The case may now be closed 
without further delay, and I recom- 
mend that an order be adopted requir- 
ing that entries be made to carry out 
the following: 


1 


[1] The organization account, 
which is one of the fixed capital ac- 
counts, should be credited to the ex- 
tent of $97,020, and the Consolidated 
Edison Company should be charged 
with the same amount. 

This entry will eliminate from fixed 
capital an item which the Commission 
found in Case No. 7606 (8 P.U.R. 
(N.S.) 381) when an order was 
adopted requiring the company to 
place in effect a rate reduction of 6 
per cent, should never have been there. 
It was discussed in the opinion of the 
Commission adopted October 23, 1934 
(6 P.U-R.(N.S.) 132). 

Briefly stated, it was a charge made 
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by the Consolidated Gas Company to 
the Yonkers Company for part of an 
underwriting fee paid by the Consoli- 
dated Gas Company which had been 
improperly allocated to its various sub- 
sidiaries without the approval of the 
Commission. If the bookkeeping en- 
tries are made as required, the Con- 
solidated Edison Company, the succes- 
sor of the Consolidated Gas Company, 
will be obliged to repay to the Yonkers 
Company over $97,000. 


2 


[2] Surplus should be debited and 
miscellaneous intangible capital should 
be credited with $1,281.25. 

This amount represents another al- 
located expense made in this case by 
the New York Edison Company, 
which paid a certain amount for cer- 
tain patent rights and charged the va- 
rious electric companies in the Con- 


solidated Gas System a portion of 
such cost. These patent rights are of 
no practical benefit to the Yonkers 
Company and should therefore be 
written off. 


3 


There should be a transfer from the 
underground conduit account to the 
land account of $7,683. This is mere- 
ly to correct a charge to the wrong ac- 
count. 


4 


[3] A transfer from the land ac- 
count to miscellaneous investments of 
$9,730.16 should be made. 

There is now in fixed capital—land 
—an item of $11,330.16 representing 
the cost of a parcel of land. Only a 
small portion of this parcel is used in 
the service of the public and the re- 


maining part should be in miscellane- 
ous investments and not in fixed cap- 
ital. 

In determining the amount which 
should be so transferred, the cost as 
shown by the books of the company 
has been used. There are two small 
areas which may be said to be used. 
One is where the footings for one of 
the towers which carry the wires along 
the Catskill aqueduct are located. As 
a matter of fact, these footings occupy 
about 300 square feet, but in determin- 
ing the amounts which may remain in 
fixed capital, I have included a much 
larger area—7,500 square feet. This 
is probably excessive but it represents 
the maximum that could, under any 
circumstances, be claimed as a proper 
allowance. 

The second parcel is a small corner 
—345 square feet—where an under- 
ground feeder is now being installed. 

Upon the basis of the areas above 
given, $1,600 has been allocated as the 
portion of the cost applicable to these 
two parcels; $1,500 for the first, and 
$100 for the second. 


5 


[4] A transfer of $417,374.16 from 
fixed capital not classified by pre- 
scribed accounts to surplus should be 
made. 

At the end of 1935, the balance in 
the unclassified fixed capital account 
was $451,790.09. Of this amount, 
the accountants and engineers of the 
Commission have located property 
having a cost of $34,415.93, leaving 
$417,374.16 as the amount which rep- 
resents no property. This amount is 
less by $2,668.93 than the amount re- 
quired to be transferred in the original 
order. The company claims that in 
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1909 and 1910 it retired 172 meters 
and credited the cost of these meters 
to classified fixed capital, instead of 
unclassified fixed capital. It asserts 
that this was an error and that the me- 
ters were actually acquired prior to 
1900 and therefore appeared in the 
unclassified account. 

The claims seem to be fairly well 
supported and a journal entry should 
be made correcting the errors of 1909 
and 1910. If this is done, poles, 
towers, and fixtures account should be 
debited with $31,747, and consumers’ 
meters account with $2,668.93. The 
fixed capital not classified by pre- 
scribed accounts should be credited 
with these amounts, and when this is 
done, unclassified fixed capital will be 
entirely eliminated. 


6 


[5] The account for substation 
equipment should be credited and mis- 
cellaneous suspense debited to the ex- 
tent of $16,728. 

This item represents the estimated 
cost of six lighting protection towers 
and their foundations which are not 
yet in service. A permit has not been 
secured from the city of Yonkers and 
construction work may not proceed. 
Until they are actually in service, they 
should not be in fixed capital, and the 
transfer recommended will record 
these facts. If the permit is never 
secured, this item of suspense must be 
charged off entirely. If the permit is 
secured and the towers are erected, 
they could then be charged to fixed 
capital account and eliminated from 
the suspense account. 
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[6] As the company has a 132,000- 
15 P.U.R.(N.S.) 
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volt tie-line from Dunwoodie to the 
Greenburgh town line upon the aque. 
duct belonging to the city of New 
York, the company has been amortiz- 
ing through monthly charges the cost 
of this line, using the period of the 
contract as the divisor. This is a clear 
example of straight-line depreciation, 
and there is no criticism of the policy 
of using the straight-line method of 
determining depreciation, but the com- 
pany has actually written down the 
amount charged to fixed capital at the 
beginning of the period but has not 
created a reserve as required by the 
accounting system in effect when these 
entries were made. 

In order to comply, therefore, with 
proper accounting, the items written 
off should be restored and a reserve 
built up appearing on the liability side 
of the balance sheet showing the 
amount of such accrued depreciation. 
The application of. this principle, 
which is undoubtedly sound, requires 
that the poles, towers, and fixtures ac- 
count in fixed capital be increased by 
$8,744, and the account for overhead 
conductors by $4,324.68. A corre- 
sponding credit to a reserve should be 
made. 


& 


[7] From the structures account, 
there should be eliminated an item of 
$44,349.90 which should be charged 
to the reserve. 

This amount represents structural 
items which even the engineers for the 
company could not find as far back as 
1930, but which nevertheless have 
been carried in fixed capital account 
all these years. The explanation of- 
fered by the secretary for the com- 
pany, who speaks for the company on 
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accounting as well as many other 
matters, has been that the Commission 
had not yet ordered the company to 
make the correct entry. This is a slim 
excuse, for keeping in fixed capital 
for so many years an item represent- 
ing property which has not been in 
existence and which the engineers of 
the company with all of their efforts 
to justify every item of fixed capital 
could not find. However, if the com- 
pany is merely waiting for the Com- 
mission to act, that excuse should be 
promptly removed. 

In the original opinion, there were 
certain other items which were or- 
dered written out of fixed capital. As 
these have been removed, no direction 
is now necessary. 

It has also been brought to my at- 
tention that as a matter of fact, prop- 
erty said to have a book cost of over 
$45,000 was not actually in existence 
upon December 31, 1935, and yet re- 
mained in the fixed capital accounts. 
I am advised that journal entries, rep- 
resenting the facts and correcting the 
books, have since been made. 

Summarizing the entries that should 
be ordered, it appears that: 

(1) Fixed capital will be reduced 
$573,414.79; (2) surplus reduced 


$418,655.41; (3) reserves reduced 
$31,281.22; (4) accounts receivable 
increased $97,020; (5) miscellaneous 
investments increased $9,730.16; (6) 
miscellaneous suspense increased $16,- 


728. 


When the above entries are made, 
the fixed capital accounts will, as of 
the date specified, represent the origi- 
nal cost of the property of ‘the com- 
pany. There is no finding that this 
cost represents value of the property 
or that all expenditures were reason- 
ably incurred. In the rate case, the 
city of Yonkers has challenged the 
propriety of numerous items, and in 
determining the value of the property 
for rate-making purposes, various ele- 
ments must be considered. The en- 
gineers for the Commission and for 
the city of Yonkers have testified re- 
garding many matters and the amount 
of depreciation actually existing in the 
property has been a matter of con- 
tinuous contention. No attempt is 
here made to dispose of these and 
many other questions. The action 
now recommended is limited to the ad- 
justment of the fixed capital accounts 
to make them represent as nearly .as 
can be determined the cost of the ex- 


isting property. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Twenty-five or More Persons Residing in 
City of Binghamton 


v. 
Triple Cities Traction Corporation 


[Case No. 8282.] 


Valuation, § 246 — Property not owned — Lease similar to conditional sale 
agreement. 

1, Omnibusses leased from an affiliated company under .an agreement for 
an annual rental for five years amounting annually to slightly more than 
25 per cent of the cost of the busses, with a provision that upon payment 
of the rent the operating company has the privilege or option to purchase 
the busses at a nominal price, should be included in the rate base, since 
the lease constitutes nothing more than a conditional sale of the busses 
with payments spread over a period of years, p. 96. 

Expenses, § 93 — Rentals — Busses — Inclusion in rate base. 


2, The amount of rental of busses leased under such terms that the lease 
amounts to nothing more than a conditional sale, so that the busses are 
properly included in the rate base, should be deducted from operating ex- 
penses with an offsetting credit of an annual charge for depreciation, p. 


Valuation, § 102 — Accrued depreciation — Straight-line method — Motor busses. 
3. Accrued depreciation of motor busses was computed in accordance with 
the straight-line method, p. 97. 
Expenses, § 84 — Payments to affiliated interests — Management. 
4. An allowance for management service should be reduced to the amount 
shown to have been paid to employees of the management company for 
performing necessary services where the utility company fails to show any 
other cost to the management company of rendering the service, p. 98. 
[August 4, 1936.] 
[ ee against fares for motor bus service; proceeding 
closed and discontinued. 
¥ 
APPEARANCES: Samuel H. Pearis, poration; O’Connell & Aronowitz, Al- 
Binghamton, Attorney for complain- bany (by Samuel A. Aronowitz), as 
ants and as Attorney for the Utility counsel. 
Consumers Non-Partisan League; 
Edward F. Ronan, Binghamton, At- Lunn, Commissioner: This pro- 
torney for Triple Cities Traction Cor- ceeding was commenced upon com- 
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plaint of twenty-five or more persons 
residing in the city of Binghamton 
against the rates and charges made by 
the Triple Cities Traction Corporation 
for service rendered in said city. 

A copy of the complaint having 
been forwarded to the company and 
an answer thereto having been duly 
filed, the Commission by order made 
September 18, 1934, directed that a 
hearing be held in this proceeding on 
October 5, 1934, in the city of Bing- 
hamton. Subsequently, further hear- 
ings were held in the city of Bingham- 
ton on October 5, 1934, November 16, 
1934, January 25, 1935, and August 
22, 1935, and in the city of Albany 
on August 30, 1935, October 25, 1935, 
and October 30, 1935. 


History of Companies 


The Triple Cities Traction Corpo- 
ration was incorporated under and 
pursuant to the provisions of the Rail- 
road Law by certificate filed with the 
department of state on October 11, 
1929. It commenced operations on 
July 1, 1931, by taking over the street 
railway property of the Binghamton 
Railway previously purchased by A. 
L. Jackson, an individual, at a fore- 
closure sale held pursuant to order of 
the United States district court on 
May 15, 1929. 

By joint petition filed March 21, 
1930, under § 148 of the Railroad 
Law and § 54 of the Public Service 
Law, Archibald L. Jackson and Triple 
Cities Traction Corporation asked ap- 
proval of a contract providing for the 
conveyance from said Archibald L. 
Jackson to said Traction Corporation 
of the railway and franchises of Bing- 
hamton Railway Company. By order 


made June 10, 1930, the Commission 
granted the necessary approval. 

On the same date, namely June 10, 
1930, a petition by the Triple Cities 
Traction Corporation under § 9 of 
the Railroad Law and § 53 of the 
Public Service Law for a certificate 
of convenience and necessity and for 
permission and approval to the exer- 
cise by it of the franchises formerly 
enjoyed by Binghamton Railway 
Company was granted. 

The company proceeded to operate 
under the consents of the Commission 
so obtained. Under date of January 
19, 1932, this Commission authorized 
the Triple Cities Traction Corpora- 
tion to operate motor busses in substi- 
tution for cars on tracks in the villages 
of Endicott, Johnson City, and Port 
Dickinson ; in the towns of Union and 
Fenton; and in the city of Bingham- 
ton, Broome county. Pursuant to this 
authority, the company substituted 
motor busses for cars on tracks and 
has been operating motor busses ex- 
clusively since August 1, 1932, the 
date on which trolley operations were 
completely abandoned. 

The Triple Cities Traction Corpo- 
ration also owns a subsidiary, Triple 
Cities Coach Company, Inc., which 
was originally incorporated under the 
name of Binghamton Railway Bus 
Lines, Inc. This company, which 
commenced operations under date of 
September 28, 1934, was formed for 
the purpose of supplementing by mo- 
tor busses the street car operations of 
its parent company prior to the en- 
actment of § 50—a of the Public Serv- 
ice Law. At the time of its formation 
the Commission had no power or au- 
thority to consent to the substitution 
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of motor busses for cars on tracks op- 
erated by street railway corporations. 

In this proceeding, by agreement of 
all parties, the properties of the Triple 
Cities Coach Company, Inc., have been 
considered as a portion of the prop- 
erties operated by the Triple Cities 
Traction Corporation. The corporate 
identity of the Coach Company exists 
only in name for, as a matter of fact, 
the operations of both companies have 
been conducted as parts of one integral 
transportation system. 


Analysis of Testimony 


a. Present value of the companies’ 
used and useful property. 

Although the companies presented 
testimony to the effect that its invest- 
ment in property and equipment 
amounted to $1,117,346.02, this in- 
vestment included large amounts paid 
for the street railway properties for- 
merly operated by the Binghamton 
Railway Company which have been 
eliminated and removed from service. 
For this reason I will discuss only the 
evidence relating to the value of the 
property used and useful in the public 
service at the present time and will not 
attempt to allocate the amounts which 
the company claims to have expended 
in the purchase of the original railway 
properties. 

[1, 2] It appears that the Triple 
Cities Traction Corporation does not 
own many of the ominbusses used in 
furnishing service to the inhabitants 
of the communities served by it. 
Most of the busses so used are leased 
from the Omnibus Finance Corpora- 
tion, a company owned by the same in- 
terests which own and control the 
Triple Cities Traction Corporation. 
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These leases run for a period of five 
years and the annual rent reserved 
thereunder amounts to slightly more 
than 25 per cent of the cost of the 
busses. These leases further provide 
that upon the payment of the rent so 
reserved for the term set forth therein 
the Triple Cities Traction Corporation 
has the privilege or option to purchase 
the leased busses at a price of $5 per 
bus. 

Thus, in practical effect, these leases 
constitute nothing other than a condi- 
tional sale of the busses with payments 
spread over a period of five years and 
for this reason it appears that, for the 
purpose of this proceeding, they 
should properly be treated as owned 
by the Triple Cities Traction Corpo- 
ration, 7. e., the value of the busses 
should be considered as a portion of 
the rate base, and the amount of rent 
paid should be deducted from operat- 
ing expenses with an offsetting credit 
of an annual charge for depreciation. 
A comparison of the result obtained 
under the method here adopted with 
that which would be obtained if the 
rent paid for busses was included in 
operating expense discloses : 


Factory cost of rented busses in 
service September 30, 1935 .... $611,959.00 

Annual rent reserved under bus 
leases and charged to operating 
expense 

Factory cost of rented busses in 
service September 30, 1935 .... 

Annual allowance for depreciation 
(7-year life) 


169,036.00 


611,959.00 
87,422.71 


Annual rent reserved under bus 
leases and charged to operating 
expense 

Less: Annual allowance for de- 
preciation (7-year life) 


Reduction in operating expenses 


under method here adopted .... $81,613.29 


From an examination of the above 
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figures, it appears that the net oper- 
ating income of the Triple Cities 
Traction system would be increased by 
$81,613.29 under the method here 
adopted. Under the circumstances dis- 
closed, this method is the only one 
which is just and equitable both to the 
company and to the public served by 
It. 
[3] The following table shows the 
original cost of the busses used by the 
Triple Cities Traction system in ren- 
dering service to the residents of the 
territory in which it operates and the 
accrued depreciation existing thereon 
as of January 1, 1936. This accrued 
depreciation has been computed in ac- 
cordance with the straight-line method 
using a 7-year service life. 

Number of 


coaches Description 


9 Model 40—Twin Coach 

Model 30—Twin Coach 

Model 30—Twin Coach 
Model 30A—Twin Coach 
Model 30A—Twin Coach 
Model H12S—A. C. F. Coach 
Model 21—General Motors Coach 
Model H12S—A. C. F. Coach 
Model H12S—A. C. F. Coach 
Model 185-2—A. C. F. Coach 
Model 216-2—A. C. F. Coach 
Model H1I5S—A. C. F. Coach 


CHNnNK ohhh 


Thus, the present value of the 
busses used by the Triple Cities Trac- 
tion system as of January 1, 1936, 
amounted to: 


Original cost $611,959 


Less: Accrued depreciation 


Present value 


Besides busses, the traction com- 
pany owns and uses a large tract of 
land in the city of Binghamton on 
which is located their garage and shop 
facilities. The company presented 
evidence purporting to show that the 


[7] 97 


value of its property, used and useful 
in the public service, other than busses 
as of December 31, 1934, amounted to 
$426,269.49. 

Although it may be found that the 
value of this property is less than the 
amount claimed by the company, it has 
a substantial value. However, I do 
not believe that the testimony in this 
record warrants the expenditure of 
time and money which would neces- 
sarily have to be made in order to 
determine its present value. As has 
been shown above, the present value 
of the Triple Cities Traction system’s 
used and useful busses amounts to 
$345,627. If the company were per- 
mitted to earn a 6 per cent return upon 
this amount, it would be entitled to an 


Original Months Accrued 


Cost 


Used Depreciation 
$53,943 
40,223 


$611,959 


annual return of $20,736 on this prop- 
erty. As is hereinafter shown, the 
gross income of the Triple Cities 
Traction system amounts to $24,- 
477.85 and so the amount of money 
which that company is earning as a 
return upon its property other than 
busses would be slightly less than 
$4,000. An examination of the evi- 
dence presently appearing in the rec- 
ord shows that said $4,000 would not 
be in excess of a 6 per cent return 
upon the value of the property other 
than busses used by the Triple Cities 
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Traction Company in the rendition of 
service. 


b. Operating income. 

The company presented Exhibit No. 
21 for the purpose of showing that 
its operating income for the twelve 
months ending September 20, 1935, 
resulted in a net deficit of $66,428.27. 
The amounts set forth in this exhibit 
have been checked by the Commis- 
sion’s accounting division and the fol- 
lowing discussion is confined to items 
where it appears certain adjustments 
must be made. 

In the first place, included in the 
figures presented by the company as 
an operating expense, is the sum of 
$169,036.37 representing cash rentals 
paid for busses leased from the Omni- 


Operating revenues ........0.00. picteevenanen 


$96, 186.31 
87,422.71 


Operating expense: 
Total maintenance expense 
Plus yearly accrual for depreciation on 
rented busses 


Total transportation expense 
Total traffic expense 


charged for management service, 
This service is rendered by an affiliat- 
ed interest and at the hearings the 
company was requested to show the 
cost to the management company of 
rendering such service. This the com- 
pany failed to do other than showing 
that two employees of the management 
company spend their entire time per- 
forming necessary services for the 
Triple Cities Traction Company and 
that these two employees are paid the 
sum of $10,000 by the management 
company for such services. On the 
testimony here presented, the allow- 
ance for management service should 
be reduced by $9,292.46. 

Making the adjustments as above 
set forth the following result is ob- 
tained : 


Lavseededetanuentousvober eesesee $768,535.18 


$183,609.02 
332,009.21 
17,252.56 


Total administrative and general expense $164,533.26 


Less amount not allowed to reduce man- 
agement service to $10,000 


Net operating revenue 
Cash rentals 


Gross income 


bus Finance Corporation. Pursuant 
to the method hereinbefore explained, 
this amount is to be deducted from op- 
erating expense and in place thereof 
$87,422.71 should be allowed for an- 
nual depreciation accruing on said 
leased equipment (see page 96). 

[4] Again, in the Company’s Ex- 
hibit No. 21, the sum of $19,292.46 is 
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155,240.80 


$688,111.59 
55,945.74 
——_ 744,057.33 


$169,036.37 
169,036.37 


$24,477.85 


In the above total for administrative 
and general expense amounting to 
$155,240.80 is included for “injuries 
and damages” $32,794.73 and for 
“employees’ welfare expense” $40,- 
580.22, of which amount the “pen- 
sion fund and unemployment insur- 
ance” accounts for the major portion, 
namely $32,132.56. 
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Discussion 


At the time of the commencement 
of these proceedings, the Triple Cities 
Traction Company was furnishing 
transportation to the people residing 
in the territory served by it at a rate of 
10 cents cash fare per passenger or 
four tokens for 30 cents. No witness 
in this proceeding testified that the 
service rendered by the company was 
not adequate and satisfactory in all 
respects and in fact such testimony as 
was presented tended to show that 
the operations of the Triple Cities 
Traction system were conducted in a 
manner highly satisfactory to all con- 
cerned. 

At the hearings held herein, it ap- 
peared that Binghamton and the sur- 
rounding territory was one of the few 
communities which did not have a spe- 
cial rate of fare for school children 
and this fact was one of the principal 


causes for complaint. At one of the 
early hearings, I suggested that this 
situation should be corrected at the 
earliest possible opportunity and the 
company soon thereafter, instead of 
waiting until the completion of this 
proceeding, put into force and effect 
a fare for school children of 5 cents. 
This reduced school token fare was 
estimated to result in an annual reduc- 
tion in operating revenues of approxi- 
mately $7,500. 

As has been pointed out, the gross 
income of the Triple Cities Traction 
system available for return amounts to 
less than $25,000. In view of this 
fact and after considering all of the 
testimony appearing in the record, I 
am of the opinion that no useful pur- 
pose would be served by further con- 
tinuing this proceeding. 

I, therefore, recommend that this 
proceeding be closed and discontinued 
on the records of this Commission. 
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Cheltenham & Abington Sewerage 


Company 


Public Service Commission 


(— Pa. Super. Ct. —, 186 Atl. 149.) 


Appeal and review, § 48 — Commission decision — Rate order. 


1. The court, on appeal from a Commission order involving the question 
of reasonableness of rates, is required to inquire not only whether the order 
appealed from is reasonable and in conformity with law but also to deter- 
mine whether the findings made and the valuation and rates fixed by the 
Commission are reasonable and proper, p. 103. 
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Valuation, § 162.1 — Overheads — Sewerage company. 


2. An allowance of 13 per cent for preliminary organization, engineering, 
administration, superintendence, and legal expense and interest during con- 
struction was held to be liberal in the case of a sewerage utility, p. 103. 


Valuation, § 287 — Working capital. 


3. A company ought not to be held down to the ultimate penny of its 
proved necessary balance, but there should be a reasonable margin of safety; 
and in the absence of evidence of mismanagement or inefficiency, the ex- 
perience of the company should have great weight, p. 104. 


Valuation, § 315 — Working capital — Sewerage company. 
4. An allowance of $2,500 for working capital of a séwerage company, in 
addition to materials and supplies, was held reasonable where the fair 
value was approximately $190,000, it being doubtful if a bank would be 
warranted in handling an account of the kind on a balance of a less amount 
unless a charge were made for its services, p. 104. 


Valuation, § 115 — Financing costs — Brokerage fees. 


5. Allowance should be made in determining reproduction cost (in addition 
to mechanical costs such as preparing, printing, and registering securities 
and legal and other expense incident to the issue of such securities) for 
the fee which has been paid or would be paid to a broker for selling 
bonds, debentures, or like securities which have a lien preferred to the 
common stock, p. 104. 


Valuation, § 116 — Financing costs — Discount on securities. 


6. Allowance for financing costs in the nature of a brokerage fee should 
not include discount which is a function of the difference between the 
interest fixed in the obligation and the prevailing rate for money in the 
market, p. 104. 


Valuation, § 408 — Burden of proof as to going value — Effect of previous 
decision. 


7. One who attacks existing rates fixed by Commission order has the burden 
of proof to show a change from the situation as it existed at the time the 
Commission order was entered when the Commission found that a certain 
amount should be allowed for going concern value; and the Commission 
finding may be assumed to be fair, just, and reasonable in the absence 
of proof that there is either a change of factual circumstances, a mistake 
as to facts previously found, or the Commission followed an improper 
course in arriving at its legal conclusions, although such former conclusions 
are not res adjudicata, p. 108. 


Depreciation, § 26 — Relation between annual and accrued depreciation. 


8. A substantial relation exists between accrued and annual depreciation, 
for undoubtedly the experience of the particular utility in the past is an 
important element to be considered in estimating future depreciation, p. 
110. 


Depreciation, § 26 — Annual allowance — Accrued depreciation — Method of 
computation. 


9. Accrued and annual depreciation need not be calculated at the same rate 
or by the same method, p. 111. 
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Depreciation, § 24 — Annual allowance — Elements. 
10. Allowance for depreciation is not confined to the amount of disintegra- 
tion or wearing out of the property (not covered by ordinary maintenance 
and repairs and so provided for), but should also comprehend functional 
depreciation due to obsolescence and inadequacy, p. 111. 


Depreciation, § 32 — Straight-line method — Sinking-fund method. 
11. The straight-line method and the sinking-fund method of determining 
depreciation, although guides, are not absolute measures, and neither of 
these methods furnishes an absolute formula for determination of deprecia- 
tion, either annual or accrued, p. 111. 


Valuation, § 102 — Accrued depreciation — Sinking-fund method. 
12. A fundamental error was held to have been committed by the Commis- 


sion in fixing accrued depreciation solely by the sinking-fund method, p. 
111. 


Valuation, § 102 — Accrued depreciation — Sinking-fund method — Interest 
allowance. 
13. A public utility gains or suffers if too much or too little depreciation 
was previously allowed or taken, but it is not a matter for consideration 
in fixing future rates; and interest is not to be taken into account, which 
is the fundamental difference between the straight-line method and the 
sinking-fund method, p. 111. 


Valuation, § 96 — Accrued depreciation — Opinion evidence. 


14. Dependence must necessarily be placed upon advice of experts, drawn 
from their larger experience and learned from a study of numerous cases, 
for information as to accrued depreciation; and while actual observation 


is to be preferred to theory in determining accrued depreciation that has 
taken place, there is in the early life of any article latent depreciation that 
must have taken place but cannot be readily seen or detected, p. 111. 


Valuation, § 103 — Accrued depreciation — Deferred maintenance. 
15. The weight of testimony as to accrued depreciation is seriously affected 
by the fact that the witness in arriving at his conclusions has assumed re- 
pairs necessary to be made in restoring the plant which were nothing more 
than items of maintenance and repair for which the utility was compensated, 
p. 111. 


Depreciation, § 32 — Annual allowance — Sinking-fund method. 
16. The sinking-fund method of determining annual depreciation does not 


furnish an absolute formula which may be adopted without consideration 
of other conditions which may affect its accuracy, p. 112. 


Depreciation, § 32 — Annual allowance — Sinking-fund method — Interest. 
17. Whether the life of the plant and rate of interest are justified by the 
evidence must be determined in using the sinking-fund method of deter- 
mining annual depreciation, p. 112. 

Depreciation, § 70 — Sewerage system — Life of plant. 
18. One hundred years was held to be a long time to assume as the useful 
life of a sewerage plant ‘and not to be justified by the facts, in view of 
the fact that admitting the long life of pipe there remains the liability of 
the joints to disintegration or the breaking of the joints and nonrecurring 
injuries such as subsidence, floods, and washouts, as well as the matter 
of obsolescence and inadequacy, p. 112. 
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Depreciation, § 32 — Sinking-fund method — Interest allowance. 
19. The fixing of a rate of interest which is too high is a matter of serious 
moment in determining depreciation by use of the sinking-fund method in 
view of the computation of compound interest, the total accumulated fund 
computed on a compound interest basis not increasing in direct proportion 


to the rate of interest, p. 112. 


Expenses, § 95 — Salaries — Unnecessary compensation. 
20. Compensation paid for unnecessary employees cannot be passed on to 


the public, p. 114. 


Expenses, § 89 — Regulatory matters — Conferences and hearings. 


21. Expenses incident to informal conferences with the Commission and 
hearings should not be entirely disregarded and nothing allowed on that 


account, p. 116. 


Expenses, § 109 — Taxes — Interest on bonds. 
22. Interest paid on the bond issue of a public utility corporation is properly 
deducted from gross revenue in estimating income taxes‘for the purpose 
of making an allowance in a rate proceeding, p. 117. 


[July 10, 1936.] 


Fe gees from Commission order reducing sewerage rates; 
order reversed and record remitted with directions. 


Argued before Keller, P. J., and 
Baldrige, Stadtfeld, Parker, James, 
and Rhodes, JJ. 

APPEARANCES: George Henry 
Huft, of Philadelphia, for appellant ; 
Harry H. Frank and John C. Kelley, 
Legal Assistants, Samuel Graff Mill- 
er, Assistant Counsel, and Richard J. 
Beamish, Counsel, all of Harrisburg, 
for appellee. 


PARKER, J.: On December 11, 
1934, the Public Service Commission 
of this commonwealth on its own mo- 
tion instituted a proceeding for the 
purpose of determining the fairness, 
reasonableness, and justness of the 
rates, charges, and regulations of the 
Cheltenham & Abington Sewerage 
Company as contained in its published 
tariffs. In this capacity, we shall re- 
fer to the Commission as the com- 
plainant. The respondent filed an 


answer denying that its rates were un- 
reasonable, unfair, or unjust, and 
averring, on the contrary, that they 
were inadequate and less than it was 
entitled to charge. The rates that had 
been charged became effective July 1, 
1931, under a tariff filed in pursuance 
of an order of the Commission dated 
October 6, 1930 (P.U.R.1931A, 
114) entered after investigation and 
hearings wherein the fair value of re- 
spondent’s. property used and useful 
as a public utility was determined and 
the annual rate to which it was en- 
titled was fixed. On August 30, 
1935, the Commission, after hearing, 
filed its report and order substantially 
reducing the rate base and annual 
rate to which the company was en- 
titled, and the respondent has appealed 
to this court. 

Prior to 1900 in connection with 
real estate development enterprises in 
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Cheltenham and Abington townships, 
Montgomery county, those who were 
interested in developing the proper- 
ties constructed sanitary and storm 
sewer systems. At the same time, the 
properties. were graded, water courses 
were changed, and streets were laid 
out, graded, and paved. The cost of 
the construction of the respective 
sewer systems and the other develop- 
ments was not segregated so that both 
in the former hearing and in the pres- 
ent one it was not possible to deter- 
mine the actual or historic cost of the 
construction of the sanitary sewer sys- 
tem and it became necessary to depend 
upon proofs of reproduction costs in 
order to determine a fair value. In 
the proceeding before the Commission 
which resulted in its order of Oc- 
tober 6, 1930, supra, the valuations 
and fair returns of both a sanitary 
and a storm sewer system were in con- 


troversy and it was there held that 
the respondent was not the owner of 
the storm sewer system so that rates 


were fixed involving the sanitary 
sewer system alone. The order in 
that case was appealed to this court 
and affirmed (Cheltenham & A. 
Sewerage Co. v. Public Service Com- 
mission [1932] 107 Pa. Super. Ct. 
225, 162 Atl. 469), and likewise af- 
firmed by the supreme court ([1933] 
311 Pa. 175, 166 Atl. 649) but in 
those appeals the rates fixed for serv- 
ices on account of the sanitary sewer 
system were not challenged. 

[1] As this appeal involves a ques- 
tion of the reasonableness of rates, 
we are required to inquire not only 
whether the order appealed from is 
reasonable and in conformity with 
law, but also to determine whether 
the findings made and the valuations 
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and rates fixed by the Commission are 
reasonable and proper (Act June 12, 
1931, P. L. 530, 66 P. S. § 836). 

We will first consider the elements 
making up the fair value of the prop- 
erty as a rate base. We summarize 
the findings of the Commission bear- 
ing on valuations fixed by the Com- 
mission as follows: 


Reproduction cost new, physical 
property 

Organization, engineering, etc. ... 

Materials and supplies 

Working capital 


Accrued depreciation 


Cost of financing 


Going concern value 0.00 


Fair value $187,797.00 

Reproduction cost new: The Com- 
mission fixed the reproduction cost 
of the plant new, exclusive of over- 
head costs and other intangibles at 
$171,264, of which sum $9,144 was 
allowed for real estate and rights of 
way. It is our independent judgment 
that such valuation is reasonable and 
just. In fact, the only dispute as to 
this item concerns an amount of 
about $1,600, part of the cost of lay- 
ing 6-inch sewer pipe. The language 
of the engineers was ambiguous, but 
we incline to the interpretation of the 
testimony made by the Commission. 

[2] Organization expense: For 
preliminary organization, engineering 
expense, administration, superintend- 
ence, and legal expense and interest 
during construction, the Commission 
allowed $21,237, or 12.4 per cent of 
the reproduction cost new of the 
physical property. The respondent 
claimed an allowance at the rate of 13 
per cent. While the witness support- 
ing the complainant was not as well 
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qualified to express an opinion on 
this subject from an engineering 
standpoint as the respondent’s wit- 
ness, a careful perusal of all the testi- 
mony convinces us that the finding is 
supported by the evidence and that 
the allowance made was liberal. We 
will therefore not disturb it. 

[3, 4] Working capital: The re- 
spondent complains of the allowance 
of $1,000 for working capital and 
claims that it is entitled to $3,000. 
Strictly speaking, materials and sup- 
plies necessary to be kept on hand 
to provide for ordinary repairs and 
maintenance are part of working capi- 
tal. Here, however, such supplies 
are dealt with separately and we are, 
therefore, now concerned only with 
cash working capital. A proper 
amount should include cash sufficient 
to meet usual operating expenses over 


such period as would elapse before 
collections could be made from pa- 


trons. We are of the opinion that a 
company ought not to be held down to 
the ultimate penny of its proved neces- 
sary balance, but there should be a 
reasonable margin of safety. In the 
absence of evidence of mismanage- 
ment or inefficiency, the experience of 
the company should have great 
weight. Brooklyn Borough Gas Co. 
v. Prendergast (1926) 16 F.. (2d) 
615, 631, P.U.R.1927A, 200. There 
is no fixed formula by which the 
proper amount may be determined as 
the needs vary with different utilities. 
This company under the findings of 
the Commission has an allowable 
gross annual income of about $28,- 
000. The bills are collected semi- 
annually in advance, but the experi- 
ence of the company demonstrates 
that they are paid over a period of 


more than a month. Our independent 
judgment is that there should be an 
allowance of $2,500 for this item, 
We believe such an amount is reason- 
able for a company of the size of the 
one under consideration, and that un- 
der the present banking practice it is 
doubtful if a bank would be warrant- 
ed in handling an account of this kind 
on a balance of a less amount unless 
a charge was made for its services. 

[5, 6] Cost of financing: The re- 
spondent claims $19,354 for cost of 
financing while the witness support- 
ing the complaint allowed $750 to 
cover what he described as mechanical 
costs of a bond issue. The Commis- 
sion adopted the latter view and al- 
lowed $750. The respondent’s prop- 
erty, as well as a defective title to a 
storm sewer, was originally acquired 
by the corporation from the former 
owner, an individual, in return for 
$100,000 of first mortgage gold bonds 
and $100,000 par value of common 
stock. There was no evidence as to 
what if any brokerage fees or other 
expenses had been actually incurred by 
the corporation in financing any por- 
tion of the cost of the property. The 
respondent contends that since re- 
production cost is the basis of the ap- 
praisement as adopted by all con- 
cerned, under our former decisions, 
an allowance for brokerage fees and 
mechanical costs should be made. 
The complainant contends on the 
other hand that since no brokerage 
fees were shown to have been paid the 
respondent is entitled to an allowance 
only for what it describes as mechani- 
cal costs such as preparing, printing, 
and registering securities and legal 
and other expense incident to the issue 
of such securities. 
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Cost of financing as ordinarily used 
would naturally include discount, 
brokerage fees, and costs connected 
with the issuing of securities such as 
we have referred to above, but as an 
element of intangible property which 
the company is entitled to capitalize 
and make the basis of a fair return, it 
does not include discount which is a 
function of the difference between the 
interest rate fixed in the obligation 
and the prevailing rate for money in 
the market. Interest is not allowable 
as an operating expense for the re- 
spondent is compensated for the use 
of capital by being allowed a fair re- 
turn upon the property used and use- 
ful as a utility. Our inquiry is there- 
fore directed to this question: There 
being no evidence of actual payment 
of a brokerage fee and the proofs be- 
ing confined to evidence showing the 
probable cost of securing sufficient 
capital to reproduce the company’s 
present property, is the respondent en- 
titled to include among its intangible 
values a theoretical or probable cost 
of financing by way of brokerage 
fees? We have two facts which are 
undisputed and are controlling. The 
respondent did procure part of its 
necessary capital by an issue of first 
mortgage bonds and all parties con- 
cerned in fixing the fair value of the 
property relied upon proofs of re- 
production cost without reference to 
actual or historic cost. 

There was a parallel situation in the 
case of Ben Avon v. Ohio Valley 
Water Co. 271 Pa. 346, 356, P.U.R. 
1921E, 471, 478, 114 Atl. 369, 373, 
and the supreme court answers the 
contention of the appellee as follows: 
“The last of the five questions is 
whether or not brokerage on the sale 
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of the bonds of the water company 
should have been allowed? The Com- 
mission says that sufficient evidence 
of actual payment thereof was not 
produced, but everybody knows that 
expenses are necessarily incurred in 
such sales; even our Victory and 
Liberty Bonds could not be marketed 
except at a very heavy cost. There is 
no legal principle standing in the way 
of making a proper allowance there- 
for, and it is difficult to understand 
the basis of the mistake of those who 
hold it should not be allowed. The 
matter is in the same situation as if 
appellee had placed its bonds in the 
hands of an agent, with direction to 
sell them and apply the proceeds, as 
needed, for construction expenses. 
These bonds were all that the water 
company had to apply in payment of 
the plant, and the use thereof for this 
purpose, in the final analysis, consti- 
tuted simply an exchange of one for 
the other. In order to render 
it innocuous the error made in our 
prior opinion that ‘brokerage for the 
sale of its bonds should prop- 
erly be considered in connection with 
the interest charge, and should not 
be included in the fixed capitalization 
of the company as the basis of a per- 
manent charge,’ we now overrule it. 
As stated, brokerage is a principal ex- 
pense, just as it would have been had 
the labor and materials been paid for 
in bonds at their market value, as in 
effect was done.” 

The contention of the Commission 
that allowance should not be made on 
account of cost of financing unless 
there is actual proof of such cost has 
strong support in the Federal juris- 
diction. Vincennes Water Supply Co. 
v. Indiana Pub. Service Commission 
15 P.U.R.(N.S.) 





(1929) 34 F. (2d) 5, P.U.R.1930B, 
216; Florida Teleph. Corp. v. Flor- 
ida R. Commission, 47 F. (2d) 467, 
468, P.U.R.1931C, 119; Duluth Street 
R. Co. v. Minnesota R. & Warehouse 
Commission (1924) 4 F. (2d) 543, 
549, P.U.R.1925D, 226; United Fuel 
Gas Co. v. Kentucky R. Commission 
(1925) 13 F. (2d) 510, 520; New 
York Teleph. Co. v. Prendergast 
(1929) 36 F. (2d) 54, 64, P.U.R. 
1930B, 33; Wabash Valley Electric 
Co. v. Singleton, 1 F. Supp. 106, 111, 
P.U.R.1932B, 225; Galveston Elec- 
tric Co. v. Galveston, 258 U. S. 388, 
66 L. ed. 678, P.U.R.1922D, 159, 42 
S. Ct. 351. We consider those deci- 
sions when in the case of Erie v. Pub- 
lic Service Commission, 96 Pa. Super. 
Ct. 42, 51, P.U.R.1929C, 568, 575, 
we said: “When evidence of original 
cost is introduced as a factor in de- 
termining present fair value it is obvi- 
ously quite proper to consider the ac- 
tual experience of the company in the 
matter of the cost of obtaining money 
and in such cases it has been con- 
sistently held that mere theoretical or 
hypothetical costs of this nature are 
not to be included. Cost of financing 
is, however, an element of value to be 
considered in a reproduction cost esti- 
mate. It is a definite item of cost and 
by the introduction of the testimony 
of witnesses familiar with the cost of 
issuing and marketing securities it 
should be possible to determine it with 
substantial accuracy; it may differ 
materially in different properties and 
under different plans of financing.” 
We are in accord with the finding 
of the Commission that $750 should 
be allowed on account of expenses in- 
cident to the preparation and issuing 
of the bonds and mortgage through 
15 P.U.R.(N.S.) 
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has shown that it is entitled to capi- 
talize a reasonable sum as a brokerage 
fee. 
What under the evidence offered is 
a fair brokerage fee? It must be 
borne in mind that the ultimate prob- 
lem of both the Commission and this 
court under its broad powers is to fix 
a return which will be just, fair, and 
reasonable both to the public, the con- 
sumers, and to stockholders and bond- 
holders, and it is not of great im- 
portance under what particular item a 
proper allowance is made. The vari- 
ous elements of value, tangible and 
intangible, which are separately ex- 
amined in finding a fair value are 
thus considered in the interest of ac- 
curacy, but the individual categories 
are by no means fixed in their scope. 
An individual item which the utility 
is entitled to have capitalized or con- 
sidered may be assigned more or less 
arbitrarily to a particular classifica- 
tion. The important matter for con- 
sideration is that the utility is entitled 
to credit for a proper item, but is en- 
titled to such credit only once. The 
thought may be clarified by concrete 
illustrations. An item for interest on 
investment during construction might 
be assigned either to cost of financ- 
ing or placed under the caption of 
organization expense. Printing or 
engraving of bonds with the necessary 
legal expense incident to the issue 
might properly be allowed under 
either of these heads. An allowance 
might also be made for expense of 
financing by allowing a larger rate of 
return on the valuation fixed for there 
is a close relation between these two 
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which part of the capital was ob- 
tained, but are of the opinion that un- 
der the decisions just cited appellant 
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subjects. The return on capital in- 
vested is made as compensation for 
furnishing the capital necessary to 
pay for the property involved. It is 
largely in the discretion of the stock- 
holders whether the entire capital shall 
be furnished by the sale of common 
or preferred stock, or by one or by 
both, or partly by these and by a 
mortgage bond issue or debentures. 
Consequently, it is sometimes main- 
tained with a good share of reason 
that cost of financing should be con- 
sidered and allowed in fixing a rate 
of return. We have in this state 
adopted the practice of allowing cost 
of financing to be capitalized as a 
separate item, but it is still important 
to see that the utility is not allowed 
the same credit twice in a different 
form. Under our former decisions, 
an allowance must be made on this ac- 
count and it has not been taken into 


account in fixing rate of return or un- 
der other classification. 

These observations have special ap- 
plication to the testimony of the wit- 
nesses and the discussions by the 


Commission with regard to the 
amount to be allowed. The witnesses 
have fixed the cost of brokerage that 
would probably be paid as a certain 
percentage of the fair value of the 
property which approximates the re- 
quired capital. If such is the basis of 
the allowance, it is an element to be 
considered in fixing fair return and 
not for brokerage fees. Under the 
authorities, it is brokerage and not 
discount that we are permitted to 
capitalize and the stockholders are 
called upon to furnish the necessary 
capital in one form or another. We 
are therefore of the opinion that in a 
rate case brokerage fees as such 
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should be confined strictly to such fees 
as have been or would be paid to a 
broker for selling the bonds, de- 
bentures, or like securities which have 
a lien preferred to the common stock. 

The estimates of the different wit- 
nesses vary from nothing to 10 per 
cent of the entire investment. While 
the witnesses for the respondent have 
shown superior qualifications to those 
of the witness called in support of the 
complaint, there are many inherent 
errors in all of the testimony and so 
much speculation that we can give 
little weight to their conclusions. Con- 
sequently we are compelled to depend 
uvon the facts disclosed rather than 
the conclusions expressed as a per- 
centage. The evidence does show that 
there are only about a dozen private 
sewerage companies in the state and 
of these there is only one comparable 
in size to the respondent. Investment 
in sewerage plants is not a well-known 
investment as such plants are usually 
provided by municipalities. Since 
they have not the well-established in- 
vestment value of water, gas, electric, 
and transportation companies, it is 
necessary to employ a broker to make 
a market for such securities. Inves- 
tors know that the providing of sew- 
erage facilities is usually a function of 
a municipality and might well fear 
that at some time this plant might be 
rendered valueless by the building of 
a municipal plant. When we consider 
the amount of the actual bond issue, 
we meet a complication which arises 
by reason of the fact that the financ- 
ing covered not only the cost of the 
sanitary sewer system, but also of the 
storm sewer system. At the same 
time the bonds are still a preferred ob- 
ligation on the assets of the company. 
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Giving due consideration to all of the 
evidence, it is our independent judg- 
ment that the respondent is entitled to 
capitalize brokerage fees in the 
amount of $3,500 in addition to the 
$750 for mechanical cost of the issue. 
The Commission very properly sug- 
gested in their report that although 
they felt that nothing should be al- 
lowed on this account, if anything 
was allowed, it should be limited to 
$3,871. We are not far apart in the 
result, but arrive at the destination by 
a different route. 

[7] Going concern value: When 
the Commission in October, 1930, di- 
rected the respondent to file its exist- 
ing tariff, it was so ordered after 
hearing and after a fair value of the 
property was fixed and an allowable 
return determined. In fixing such 
fair value, the Commission allowed 
as part of the intangibles the sum of 


$12,000 for going concern value. In 
the present contest the respondent 
claimed the same amount while it was 
urged in support of the complaint 
that no allowance should be made on 


this account. The Commission in its 
report refused to allow anything say- 
ing: “In our judgment, no convinc- 
ing testimony was presented of record 
to show lag in earnings in the early 
years of operation.” In arriving at 
its conclusion, the Commission relied 
on its interpretation of what was said 
in regard to going concern value in 
Scranton-Spring Brook Water Serv- 
ice Co. v. Public Service Commission, 
105 Pa. Super. Ct. 203, 220, P.U.R. 
1932C, 471, 160 Atl. 230, and Cham- 
bersburg Gas Co. v. Public Service 
Commission (1935) 116 Pa. Super. 
Ct. 196, 213, 7 P.U.R.(N.S.) 359, 
176 Atl. 794. 
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Now the burden of proof was here 
on those objecting to the existing 
rates to show a change from the situ- 
ation as it existed in 1930 when the 
Commission found that there was a 
going concern value of $12,000. Mr. 
Justice (now Chief Justice) Kephart, 
in an exhaustive opinion in Suburban 
Water Co. v. Oakmont, 268 Pa. 243, 
248, P.U.R.1920F, 810, 812, 110 Atl. 
778, 779, pointed out in clear language 
that “when complaints are filed after 
the 30-day period, the rates are prima 
facie reasonable, and the burden of 
proof is on the complainants to prove 
them unreasonable.” . It follows with 
even greater force that when the 
Commission has prescribed rates after 
fixing fair value and reasonable re- 
turn, the findings made by the Com- 
mission as then constituted and unap- 
pealed from, may be assumed to be 
fair, just, and reasonable in the ab- 
sence of proof that there is either a 
change of factual circumstances, a 
mistake as to facts previously found 
or the Commission followed an im- 
proper course in arriving at its legal 
conclusions. Such former conclusions 
are not res adjudicata for the law con- 
templates by its express terms a re- 
examination when conditions change, 
but the burden is on complainants in 
such case to show facts or circum- 
stances that warrant a different con- 
clusion. Clark’s Ferry Bridge Co. v. 
Public Service Commission, 108 Pa. 
Super. Ct. 49, P.U.R.1933D, 173, 
165 Atl. 261. (Allocatur refused by 
supreme court of Pennsylvania and on 
appeal to Supreme Court of United 
States affirmed [1934] 291 U. S. 227, 
78 L. ed. 767, 2 P.U.R.(N.S.) 225, 
54 S. Ct. 427. The Commission par- 
ticularly relied on a statement of the 
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Chambersburg Case, supra, at p. 371 
of 7 P.U.R.(N.S.) where we said: 
“It follows that the burden is here on 
the utility to show that there has been 
a lag and the amount that should be 
allowed for going concern value.” As 
applied to the facts of that case, that 
is a correct statement of the law. 
There the utility filed a new schedule 
and before the- effective date of the 
tariff complaints were filed, and, of 
course, the burden was on the utility 
to sustain its rate which necessitated a 
determination of fair value with all 
its elements including going concern 
value. Suburban Water Co. v. Oak- 
mont, supra. 

Now to sustain the burden which 
was on the complainants, testimony 
was furnished tending to show that 
the respondent’s books did not show 
whether there had been a lag in the 
earnings in the early history of the 


company, and it was urged that the 


former conclusion was reached 
through a mistake of law. We thought 
we had expressed our opinion in 
definite language in the Chambers- 
burg Case, supra, at p. 373 of 7 
P.U.R.(N.S.) when we said: “We 
believe the Commission committed its 
only error of any consequence in this 
case in assuming that lag or going 
concern value could only be shown 
from the books of the company. We 
have never so stated the law, and such 
position could not be sustained, par- 
ticularly when the books by which 
such facts might be shown have been 
destroyed.” A careful examination 
of the entire testimony does not show 
that going concern value could not 
have been determined from an exam- 
ination of the books, even if the par- 
ties were concluded by such proofs. 
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In fact, the contrary appears from tes- 
timony which was offered, some of 
which was stricken from the record. 
The respondent through witnesses 
Schmunk and Emerson offered an ex- 
hibit (No. 5) which it was testified 
was gathered from the company’s 
records. This exhibit purported to 
show the number of customers at the 
end of each year from 1901 to 1929 
and the total collections received for 
such years. It also contained a state- 
ment of the book cost to the company 
of the plant for each year with an 
estimate of operating expenses. It is 
true that the book entries did not at- 
tempt to reflect the separate costs of 
the sanitary and storm sewer systems 
or separate costs of operation, but suf- 
ficient proofs were offered to show 
that an approximate estimate could 
have been made of the relative values 
to be assigned to the respective sys- 
tems sufficient to show approximately 
the dates and amounts of the invest- 
ments and returns at least relatively. 
Several facts were significant. The 
exhibit to which we have referred 
showed the number of customers at- 
tached at the end of each year. Re- 
ferring to a portion of them we find 
the following: 1902—1; 1905—49; 
1906—231; 1911—437; 1915—555; 
1920—735; 1925—1298; 1929— 
1371. The book cost of the plant 
starting with $100,000 in 1901 and 
reaching $281,000 at the end of 1929 
showed a constant lag in acquiring 
new customers after increases in the 
book value. We are not overlooking 
the fact that there was a change of 
ownership in the plant and that the 
book value would therefore not direct- 
ly reflect the time when the invest- 
ments were made, but there was 
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clearly sufficient evidence to show 
that there was some lag, and that an 
approximate estimate could have been 
made of the amount. 

We recognize the fact that such 
proofs as were offered might be a 
just subject of criticism if such in- 
sufficiency were chargeable to the re- 
spondent. But notwithstanding the 
repeated efforts of counsel for the re- 
spondent to show an approximate re- 
lation between investment and num- 
ber of customers added, operating ex- 
penses, and return received, the Com- 
missioner who conducted the hearing 
refused to receive such testimony. 
While, if the burden of proof were 
on the respondent to show lag, the tes- 
timony which was offered might have 
been deemed insufficient, it clearly ap- 
pears that the assertion of the expert 
called by the Commission that the lag 
could not be determined from the his- 
tory of the company is not correct. 
In short, the complainant failed to 
show that the actual history of the 
company did not show that there was 
a lag. Weare satisfied that if the re- 
spondent had been permitted to do so, 
it would have been possible to have 
shown that there was a lag and its 
approximate amount. 

After much discussion, the re- 
spondent asked for an adjournment 
for the purpose of making a more 
complete estimate than was attempt- 
ed to be furnished. This was re- 
fused by the Commission. Under the 
circumstances, we believe that the case 
ought not to be further delayed by 
sending it back for additional testi- 
mony on the subject of going concern 
value. Those interested in the com- 
plaint failed to sustain the burden that 
was on them to show a change. Our 
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conclusion is that the respondent is 
entitled to the sum of $12,000 by way 
of going concern value, the amount 
fixed by the Commission in the prev- 
ious contest. 

[8] Depreciation: There is a sub- 
stantial relation between accrued and 
annual depreciation for undoubtedly 
the experience of the particular utility 
in the past is an important element to 
be considered in estimating future de- 
preciation. We will therefore con- 
sider these two items at one time. 
The respondent conceded an accrued 
depreciation of $8,935 during twenty- 
six years, the average time the prop- 
erty had been used, as a proper deduc- 
tion from reproduction cost new in 
determining present value. Its wit- 
nesses depended on the observed 
method in determining accrued de- 
preciation, but ignored the actual ex- 
perience of the company when they 
fixed annual depreciation at $2,000 
on a straight-line basis. The witness 
called by the Commission fixed ac- 
crued depreciation at $44,931 and 
testified that an annual depreciation 
should be allowed of 1 per cent upon 
reproduction cost new less real estate, 
material and supplies, and cash work- 
ing capital, likewise employing the 
straight-line method. The opposing 
witnesses were in agreement that 
they, as individuals, and the engineer- 
ing profession generally preferred 
the straight-line method of computa- 
tion to the sinking-fund method. The 
Commission ignored the opinions of 
the experts on both sides and adopted 
the 4 per cent sinking-fund method of 
computing both accrued and annual 
depreciation, fixing accrued deprecia- 
tion at $6,504 and annual deprecia- 
tion at $407. 


110 





CHELTENHAM & A. SEWERAGE CO. v. PUBLIC SERVICE COM. 


[9, 10] While we agree with the 
Commission to the extent that there 
is a substantial relation between ac- 
crued and annual depreciation, we 
cannot assent to the proposition that 
they must be calculated at the same 
rate or by the same method. Allow- 
ance for depreciation is not confined 
to the amount of disintegration or 
wearing out of the property (not cov- 
ered by ordinary maintenance and 
repairs and so provided for), but 
should also comprehend functional de- 
preciation due to obsolescence and in- 
adequacy. Although these two ele- 
ments overlap ordinarily, inadequacy 
may result from changes in financial 
policy, engineering progress, advance- 
ment in the arts, and unexpected de- 
velopments. Obsolescence may result 
from a change in demand rather than 
a change in type and quality of the 
facilities... An illustration is the sub- 
stitution of automobile transportation 
for older forms of conveyance. While 
wear and tear may increase during the 
life of the property in a reasonable 
definite ratio, this is not true of ob- 
solescence or inadequacy. Machinery 
may become obsolete or inadequate at 
any time within the life of the physi- 
cal property by reason of new de- 
velopments, or more specifically a 
sewer plant might suffer from a sud- 
den shift in population or other 
causes which cannot be foreseen or 
definitely predicted. 

[11] While the straight-line meth- 
od and the sinking-fund method have 
both been employed in determining 
the amount of depreciation to be al- 
lowed in rate cases, we have never 
said and we do not believe that it has 
been authoritatively stated anywhere 
that either of these methods furnish 
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an absolute formula for its deter- 
mination, even when in the case of 
annual depreciation the life of the 
property has been determined and cer- 
tainly not in considering accrued de- 
preciation. These methods are to be 
employed as aids, tests, and guides 
rather than as absolute measures. 
[12, 13] Accrued depreciation: 
For the time being we will confine our 
attention to the subject of accrued de- 
preciation as affecting the property 
under consideration. We believe the 
Commission committed a fundamental 
error in fixing accrued depreciation 
solely by the sinking-fund method. 
When a new rate hearing is held, fair 
value is fixed as of the time that the 
order is made. Willcox v. Consoli- 


dated Gas Co. (1909) 212 U. S. 19, 
53 L. ed. 382, 29 S. Ct. 192, 48 
L.R.A.(N.S.) 1134, 15 Ann. Cas. 
1034; McCardle v. Indianapolis Wa- 


ter Co. (1926) 272 U. S. 400, 409, 
71 L. ed. 316, P.U.R.1927A, 15, 47 
S. Ct. 144; Chambersburg Gas Co. v. 
Public Service Commission (1935) 
116 Pa. Super. Ct. 196, 7 P.U.R. 
(N.S.) 359, 176 Atl. 794. If too 
much or too little depreciation was 
previously allowed or taken, the util- 
ity gains or suffers, but it is not a 
matter for consideration in fixing 
future rates. More specifically, in- 
terest is not to be taken into account, 
which is the fundamental difference 
between the straight-line method 
and the sinking-fund method. 

[14, 15] While actual observation 
is to be preferred to theory in deter- 
mining the amount of depreciation 
that has taken place, there is in the 
early life of any article latent depre- 
ciation that must have taken place but 
cannot be readily seen or detected. It 
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therefore becomes necessary to de- 
pend upon the advice of experts, 
drawn from their larger experience 
and learned from a study of numer- 
ous cases, for information as to such 
a condition. The respondent’s expert 
undertook to testify after actual ob- 
servation, an examination of the 
plant by means of excavations and 
with the assistance of light thrown 
through manholes in the case of 
buried lines. The expert called by the 
Commission depended almost exclu- 
sively upon theory for his conclusions. 
At the same time the weight of the 
testimony of the respondent’s en- 
gineer was seriously affected by the 
fact that he disclosed that in ar- 
riving at his conclusions he assumed 
repairs necessary to be made in restor- 
ing the plant which were nothing 
more than items of maintenance and 
repair for which the utility was 
normally compensated. The engineer 
called by the Commission qualified 
rather as an accountant than as an 
engineer for such experience as he 
disclosed had to do largely with util- 
ities of a different type than the one 
under consideration with the result 
that his testimony was far from con- 
vincing. 

Giving weight to the evidence ob- 
tained by observation as to the actual 
physical condition of the plant and 
taking into account all of the evidence 
as to all forms of depreciation and 
the principles to which we have re- 
ferred, we are convinced that the esti- 
mate of the Commission was too low. 
Our independent judgment is that the 
sum of $13,500 should be deducted 
for accrued depreciation. 

[16] Annual depreciation: In ar- 
riving at an allowance for annual de- 
15 P.U.R.(N.S.) 


preciation the Commission adopted 
the sinking-fund method. The evi- 
dence of all the experts in this case js 
to the effect that the straight-line 
method is preferred by accountants 
and engineers. When the sinking. 
fund plan is followed, it is necessary 
to assume a value for two quantities, 
the life of the plant and rate of in- 
terest. The Commission assumed 
100 years, of which 26 had expired, 
as the life of the plant, and adopting 
4 per cent as the rate of interest, fixed 
the annual allowance at $407, sums 
which accumulated and compounded 
annually for 74 years will produce 
a sum equivalent to the present 
fair value of the plant.’ All other 
considerations were eliminated by this 
method. Use has frequently been 
made of the sinking-fund method, by 
our Commission and other similar 
bodies in determining the proper al- 
lowance for depreciation and we have 
approved its use in some cases. It 
does not, however, furnish an abso- 
lute formula which may be adopted 
without consideration of other condi- 
tions which may affect its accuracy. 
[17-19] There are some features 
of depreciation allowance that are pe- 
culiar to rate cases and do not apply 
to other business enterprises. When 
a rate for a utility is determined, it 
remains fixed until a new investiga- 
tion is made or a new tariff filed and 
appropriate orders made. Neverthe- 
less, the property is constantly depre- 
ciating in value, but notwithstanding 
such depreciation and the fact that 
the utility is only entitled to its then 





1 The formula is x —¥(r—l) where r=1 
ra 


+ the interest rate expressed decimally, and 
n=the assumed life of the plant. 
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yalue as a basis of return, it continues 
to receive a return on the full value. 
For such period, the sinking-fund 
method properly applied is more ac- 
curate than the straight-line method 
for the total return is more nearly the 
amount to which the utility is en- 
titled. In the case of the straight-line 
method, the utility continues to re- 
ceive a return on capital which has 
been returned to it. On the other 
hand, if the sinking-fund method is 
employed and there is a new hearing 
with a reappraisement, the rate base 
is reduced by the accrued depreciation 
with a necessary loss of income to the 
utility for property not used or useful 
as a public utility is not included in 
the rate base and the investor receives 
no interest return for the use of the 
portion of his money in the sinking 
iund but only a return of capital. In 
short, if there are frequent reappraise- 
ments of the property, the full value 
of the property will not be returned 
and the integrity of the investment 
will not be preserved. The justifica- 
tion for the use of the sinking-fund 
method is to offset the advantage 
which the company receives by getting 
a return on a base to which it is not 
entitled. In making a proper adjust- 
ment, it is fitting to take into account 
the matter of interest. 

If the life of a plant and rate of in- 
terest could be predicted with reason- 
able certainty, an injustice might arise 
in the use of the sinking-fund method 
by reason of the fact that deprecia- 
tion, and particularly the aspect of it 
which we describe as obsolescence and 
inadequacy, is not distributed evenly 
during the life of a plant. When in- 
terest is compounded, the return by 
reason of interest is much larger in 


[8] 
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the late history of the plant. Our 
conclusion is that in the case of the 
utility we are examining the adoption 
of the sinking-fund method and the 
basing of the allowance upon a theo- 
retical life of seventy-four years and 
a rate of interest of 4 per cent, di- 
vorced of all other considerations is 
not a fair method. It is, however, a 
valuable guide in determining what is 
a fair allowance. 

If we assume the method to be a 
proper one, it would still be necessary 
to determine whether the life of the 
plant and rate of interest are justified 
by the evidence. One hundred years 
is a long time to assume as the useful 
life of a sewerage plant and we do not 
believe that such assumption is justi- 
fied by the facts. The reasoning em- 
ployed by the Commission indicates 
that in fixing that period of life it re- 
lied largely on the fact that vitrified 
terra cotta pipe when buried is not 
subject to disintegration, decay, or 
rust for a long period, even longer 
than 100 years. Even admitting that 
the pipe itself would remain service- 
able for that period, there remains the 
liability of the joints to disintegra- 
tion or the breaking of the joints, for 
example by roots of trees working 
through them into the pipe. The evi- 
dence indicates that the lines, even 
when properly laid, are subject to 
nonrecurring injuries such as subsi- 
dence, floods, and washouts which are 
not compensated for by the small 
amount allowed for maintenance and 
repair and cannot properly be pre- 
dicted so as to be so provided for. 
More important, it does not give due 
weight to obsolescence and inade- 
quacy. Because we cannot predict 
with accuracy in just what manner or 
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when the plant will become obsolete 
or inadequate is not sufficient reason 
for rejecting such claim when com- 
mon prudence demands and business 
experience demonstrates that allow- 
ance must be made for such matters 
or the results will be disastrous to 
stockholders and other investors. 
When a fair return is fixed, it as- 
sumes that there will be a proper al- 
lowance made so that the integrity of 
the investment will be preserved. We 
think the evidence warrants the con- 
clusion that investors could not be 
found who on the assumption of a 6 
per cent or 7 per cent annual return 
would hazard their capital subject to 
the risk that it would be returned by 
the payment of less than one fourth 
of one per cent of the investment each 
year. 

When the Commission fixed 4 per 
cent as the rate of interest which is to 
be compounded annually, it did so 
without any evidence to support 
such finding. We find no evi- 
dence in the record that would war- 
rant the conclusion that $407 could 
be promptly invested at the end of 
each year at the rate of 4 per cent. 
Under the method employed by the 
Commission, the stockholders have a 
right to demand that the fund should 
be invested in high grade securities. 
Bank interest as fixed by the Federal 
reserve board is now considerably less 
than the amount named and Federal, 
state, and municipal bonds are sell- 
ing at a less rate. The difference be- 
comes of great importance when it 
enters into the computation of com- 
pound interest. The total accumulat- 
ed fund computated on a compound 
interest basis does not increase in 
direct proportion to the rate of in- 
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terest.* It will readily be seen that 
the fixing of a rate which is too high 
is a matter of serious moment. In 
addition, the Commission entirely 
overlooked the state taxes that would 
be required to be paid. Any such er- 
rors are increased in a geometrical 
ratio by the use of an incorrect rate 
of interest for the fund. 

A careful consideration of all the 
evidence including the experiences of 
the company, the amount of accrued 
depreciation, and making a proper al- 
lowance for interest, leads us to the 
conclusion as a matter of independent 
judgment that the sum of $1,540 an- 
nually would be fair, just, and reason- 
able. 

We summarize our conclusions as 
to fair value as follows: 


Reproduction cost new, physical 
property 

Organization, engineering, etc. .. 

Material and supplies 

Working capital 

Cost of financing 


$199,301.00 
Going concern value 


$211,301.00 
Accrued depreciation 


$197,801.00 


Fair value 


Operating Expenses 


[20] The appellant also complains 
of certain amounts fixed by the Com- 
mission in determining the gross an- 
nual revenue which the utility is en- 
titled to collect from its customers. 
The items excepted to are compre- 
hended under the subdivisions of op- 
erating expenses and taxes. There 

$1 compounded annually for seventy-five 
years at 2 per cent amounts to $4.41 plus; at 
4 per cent $18.94 plus. Using the same num- 
ber of years, if the fund is computed on a 2 


cent basis, the annual allowance w 
bo taeuased in the ratio of 5855 to 2229. 
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are certain general observations that 
concern each of the disputed amounts 
to which we will refer at this time. 
“Good faith is to be presumed on the 
part of the managers of a business. 

. In the absence of a showing of 
inefficiency or improvidence, a court 
will not substitute its judgment for 
theirs as to the measure of a prudent 
outlay.” West Ohio Gas Co. v. Ohio 
Pub. Utilities Commission (1935) 
294 U. S. 63, 72, 79 L. ed. 761, 6 
P.U.R.(N.S.) 449, 454, 55 S. Ct. 
316. Among those drawing salaries 
as officers, managers, and clerks are 
a number of the members of the fam- 
ily of William T. B. Roberts, the 
owner of practically all of the stock of 
the company. We agree with the con- 
clusion of the Commission that the 
sums paid to the various members of 
that family are out of proportion to 
the useful service required. The work 
essential to a proper operation of the 
utility could be performed efficiently, 
we are convinced, by a less number of 
persons by a different division of the 
work. The record also discloses that 
several of these employees were en- 
gaged in other business activities in 
which the Roberts family were in- 
terested and the respondent has failed 
to furnish sufficient satisfactory evi- 
dence segregating the work actually 
performed for the benefit of the util- 
ity. We do not regard this practice 
as a case of purposely swelling the 
payroll for the purpose of substan- 
tiating a claim for larger operating 
expenses, but rather as an effort upon 
the part of the owner to provide em- 
ployment for members of his family. 
For this reason, we do not believe that 
it should affect other matters, but if 
such practice is continued the com- 


pensation paid for unnecessary em- 
ployees cannot be passed on to the 
public. We will consider the objec- 
tions raised under the same classifica- 
tions as were adopted by the Commis- 
sion and the parties. 

Maintenance and operating labor: 
Under this title the respondent 
claimed an annual allowance of $3,- 
150 and the Commission allowed 
$1,350. The amount claimed is made 
up to a large extent by wages paid to 
C. H. B. Roberts and Michael Mullen. 
While considerable supervisory serv- 
ice is rendered by Mr. Roberts, we are 
convinced after a careful reading of 
all the testimony that a different dis- 
tribution of work such as would be 
adopted by a prudent business con- 
cern economically and efficiently op- 
erated would enable this work to be 
done at a considerable saving. We 
believe the Commission reached a cor- 
rect conclusion on this item and if 
such is not the case it is the fault of 
the respondent who should have pre- 
sented a more detailed account of the 
work and labor done and furnished or 
other proper proof of necessity for 
the same. 

Maintenance of system: The Com- 
mission in fixing an amount of $146 
for this item considered the experi- 
ence of the utility for several years 
and reached an average rather than 
relying on a single year as was urged 
by the respondent. Our independent 
judgment is in accord with that of 
the Commission. 

Salaries of officers: The respond- 
ent claimed as proper salaries for its 
officers the sum of $3,500, of which 
$2,000 was assigned to the president 
and $1,500 to the secretary. The 
Commission allowed $300 for the 
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president and $1,200 for the secre- 
.tary. The evidence furnishes us a 
good picture of the work required and 
performed by these executives and we 
believe the conclusion of the Commis- 
sion is fair and just. The president 
is eighty-five years of age and devotes 
little of his time to the office and has 
other enterprises that share his atten- 
tion. The record so far as it discloses 
.the actual work done by the secretary 
.as an officer would not support an al- 
lowance as large as that fixed. The 
burdens of the executive officers of 
.this utility are comparatively light, 
and in agreeing to this item we as- 
sume that it is intended to cover 
.clerical and other service that is not 
strictly of an executive character. 
Salaries of office clerks: Respond- 
ent claimed on this account the an- 
nual sum of $3,250, substantially the 
amount paid for the previous five 


years and the Commission allowed 


$1,800. The claim covers roughly 
$1,300 each for F. H. Roberts, Jr., 
and Mrs. E. C. Miller and $650 for 
W. S. Natress. . The evidence as to 
the work performed by Natress war- 
rants us in dismissing any claim on 
that account. On the other hand, 
Mrs. Miller devotes all of her time to 
the service of the company and the 
amount allowed her is not shown to 
be unreasonable and should therefore 
be approved. This leaves for consid- 
eration what amount should be al- 
lowed for account of the services that 
have been performed by F. H. Rob- 
erts, Jr. While the amount allowed 
by the Commission taken with other 
items was ample to cover actual office 
service performed under this head, 
there is considerable evidence show- 
ing the outside work required to be 


done in the efficient management of 
the plant such as inspection of lines 
and covering the territory of the com- 
pany to see that unauthorized connec- 
tions are not made, checking the use 
made of facilities as affected _ by 
changes in use by customers, collect- 
ing delinquent bills, etc. This work 
has been divided among the members 
of the Roberts family with the result 
that unnecessary expenses have been 
incurred, but we feel that in a rear- 
rangement of this work there would 
be more service required than has 
been covered by all the items allowed 
by the Commission. » We feel that an 
allowance should be made of $1,000 
per year to cover the work required 
to be done. We have taken into ac- 
count the fact that some of these em- 
ployees, members of the Roberts 
family, are concerned in other activi- 
ties. Our judgment is that a total 
annual allowance of $2,300 should 
be made. 

[21] Office supplies and expenses: 
This item like several we have consid- 
ered involves a pure question of fact 
that does not call for extended discus- 
sion. The Commission allowed a to- 
tal of $1,275 which covered $900 for 
rent, $250 for specialized accounting 
service, and $125 for office supplies 
and expenses. The weight of the 
evidence sustains the findings of the 
Commission as to rents and ex- 
penses. The claim for specialized 
accounting service is intended to cov- 
er matters arising in connection with 
informal conferences and _ hearings 
before the Public Service Commission 
and matters involving income tax re- 
ports and contests. We do not agree 
with the conclusion of the Commis- 
sion that the history of expenses in- 
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cident to informal conferences with 
the Commission and hearings should 
be entirely disregarded and nothing 
allowed on that account. While a 
utility may not pass on to its custom- 
ers the expenses incident to an attempt 
to collect from the public unreason- 
able charges, a portion at least of the 
charges heretofore paid are not of 
that nature. Some of the expenses 
were legitimate and the evidence in 
its entirety in our opinion warrants a 
finding that the company will in all 
probability be called upon to make le- 
gitimate expenditures on this ac- 
count. The Commission did allow 
$25 under a separate head. Taking 
all the evidence into consideration, 
our independent judgment is that 
$100 should be added to the amount 
allowed by the Commission making 
a total of $1,375, and that the sep- 
arate item of $25 for Public Service 
Commission expense should remain 
as it is. 

Legal expenses: The amount al- 
lowed for legal expenses involves a 
pure question of fact, and we are in 
accord with the conclusion of the 
Commission. 

We summarize our conclusions as 
to operating expenses including the 
items that are not contested as fol- 
lows: 


$1,350.00 
146.00 
300.00 
7,725.00 
1,500.00 
2,300.00 
1,375.00 
100.00 
25.00 
300.00 


388.00 
50.00 


Maintenance and operating labor .. 

Maintenance of system 

Miscellaneous supplies and expenses 

Disposal rent 

Salaries of officers 

Salaries of office clerks 

Office supplies and expenses ...... 

Legal expenses 

Public Service Commission expense 

Bad debts 

Taxes other than Federal and state 
income tax 


Operating expenses ........ee0. $15,559.00 
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[22] Taxes: The Commission al- 
lowed $388 annually for Federal and 
state capital stock taxes, $773 for 
Federal income tax, and $310 for 
state income tax. The appellant 
makes the complaint that in estimat- 
ing income taxes there was deducted 
from gross revenue interest paid on 
the entire $100,000 bond issue. The 
Commission was correct; the bonds 
represent an indebtedness of the com- 
pany. It does not make any differ- 
ence in calculating the amount of a 
tax payable whether the proceeds 
were used in the purchase of the storm 
or sanitary sewer system. The use 
to which the proceeds of the bond is- 
sue were devoted was a proper mat- 
ter for consideration in estimating 
brokerage fees and there is no incon- 
sistency in so doing. The fixing of 
a just sum is complicated by the pres- 
ent trend toward increased taxes, 
both Federal and state, upon the in- 
come of corporations. We have 
nothing sufficiently definite at this 
time to warrant us in disturbing the 
finding of the Commission. 

We have confined our attention to 
such matters as are contested. 

We summarize our conclusions as 
follows: 


Annual depreciation 

Operating expense (exclusive of 
Federal and state income tax) .... 

Income taxes 


15,559 
1,083.00 


Allowable gross revenue $30,050.00 


The order of the Public Service 
Commission is reversed and the rec- 
ord is remitted to the Commission 
with directions to reform the find- 
ings, valuations, and rates in accord- 
ance with this opinion. 


Cunningham, -J., absent. 
15 P.U.R.(N.S.) 
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Re Flat Top Power Company 


[Case No. 2343.] 


Expenses, § 95 — Salaries and wages — Part-time clerk — Performance of 
officer's duties. 


1. The salary of a part-time clerk should be included in the salary of the 
treasurer and general manager of a public utility company when he attends 
to certain duties of the manager during his absence, p. 122. 
Depreciation, § 51 — Electric utility. 
2. Two and one-half per cent applied to the rate base of an electric utility 
was considered adequate to produce a reserve ample to provide for retire- 
ment and future depreciation in the property, p. 124. 
Return, § 88 — Depreciation — Electric utility. 
3. A return of 9 per cent was allowed for depreciation and return of an 
electric utility, p. 124. 
Valuation, § 288 — Cash working capital. 


4. A reasonable allowance for cash working capital should be added to 
the value of the physical property of an electric utility for rate-making 
purposes, p. 124. 


Valuation, § 330 — Going value. 


5. A reasonable allowance for certain intangible values that attach to prop- 
erty by reason of its being developed into a going concern should be added 
to the value of the physical property in arriving at the rate base, p. 124. 


Valuation, § 299.1 — Cash working capital — Deduction of taxes. 


6. Taxes should be deducted in considering operating expenses for the 
purpose of arriving at the amount to be allowed for cash working capital 
of an electric utility, p. 124. 


Valuation, § 307 — Electric utility — Working capital — Relation to operating 
expenses. 
7. One and one-half times the monthly operating expenses of an electric 
utility, less taxes, was held to be ample for cash working capital, p. 
124. 
Valuation, § 30 — Rate base — Original cost — Reproduction cost. 


8. The rate base of an electric utility was determined after considering all 
evidence respecting original cost and reproduction cost, and making pro- 
vision for cash working capital and intangible values, p. 125. 


[May 29, 1936.] 


| ape omega of rates of am electric utility; rate schedules 
established. 
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APPEARANCES: F., C. Cook, North 
Fork, West Virginia, for the respond- 
ent, Flat Top Power Company. 


By the Commission: In the above- 
entitled proceeding, the Commission, 
on its own motion, entered upon an 
investigation concerning the reason- 
ableness of the tariffs, rates, terms, 
practices, and conditions of service of 
the Flat Top Power Company (which 
will hereinafter be referred to as the 
respondent), for electric service in the 
town of North Fork. 

The Commission directed its assis- 
tant statistician, H. V. Wyckoff, to 
make an examination of the account- 
ing records of the respondent, and its 
chief engineer, Earle H. Morris, to 
make an inventory and appraisal of 
the respondent’s plant and property 
used in supplying electric service to 
its customers. 


On August 31, 1935, Mr. Wyckoff 
and Mr. Morris filed their reports 


with the Commission. According to 
the report of Mr. Wyckoff, the 
amount originally invested in the re- 
spondent’s property as of May 31, 
1935, was $35,560.87. 

The appraisal made by Mr. Morris 
to determine the cost of reproducing 
the property used by the respondent 
for furnishing electric service to its 
customers is based on an inventory 
made as of June 1, 1935. The prices 
used by him for material and labor 
were as of the same date. He esti- 
mated the cost of reproducing the 
property new at $38,623, and this cost 
less depreciation at $31,300. These 
sums include structural overheads and 
material and supplies, but do not in- 
clude any allowance for cash working 
capital or going concern value. 
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The respondent owns a building in 
which is installed equipment used in 
making ice. A small part of this 
building is used by the respondent in 
supplying electric service. Mr. Mor- 
ris appraised that portion of the build- 
ing allocated to the electric business at 
$1,581 new and $1,264 depreciated. 
Mr. Morris also allocated to the elec- 
tric business a part of the building 
yard improvements and appraised the 
same at $124 new and $118 depreciat- 
ed. The total of these two items new 
is $1,705, and depreciated, $1,382. 
These totals are included in Mr. Mor- 
ris’ estimate of reproducing the prop- 
erty used by the respondent for fur- 
nishing electric service. 

According to the report of Mr. 
Wyckoff, the respondent’s operating 
revenues for the 12-month period end- 
ing May 31, 1935, were $41,588.80, 
and the operating expenses for the 
same period, exclusive of an allowance 
for depreciation, were $32,490.21, 
leaving a net income of $9,098.59 
available for return and depreciation. 

At a hearing held in this proceed- 
ing on September 25, 1935, the re- 
ports made by the Commission’s assis- 
tant statistician, H. V. Wyckoff, and 
its chief engineer, Earle H. Morris, 
were filed. Mr. Wyckoff explained 
the statements and figures set out in 
his report respecting the respondent’s 
accounting records. Mr. Morris and 
Peter J. Boesen, his assistant, ex- 
plained the statements and figures set 
out in the report filed by Mr. Morris 
respecting the reproduction cost of the 
respondent’s property. 

Mr. F. C. Cook, counsel for the 
respondent, after briefly cross-examin- 
ing Mr. Wyckoff and Mr. Boesen, as- 
sistant engineer of the Commission, 
15 P.U.R.(N.S.) 
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asked the Commission to continue the 
hearing in order that the respondent 
might prepare such evidence as it 
cared to introduce in its behalf. The 
request was granted and the hearing 
continued. 

At a hearing held on November 12, 
1935, Mr. W. S. Clark, witness for 
the respondent, expressed the opinion 
that the town of North Fork had a 
rather limited life, due to the fact that 
there is very little business in that par- 
ticular territory that is not dependent 
entirely on the coal industry, and that 
a number of coal companies operating 
in that territory had discontinued, or 
soon would discontinue, business, for 
the reason that the coal under the ter- 
ritory leased by them was, or soon 
would be, exhausted. 

After Mr. Clark had completed his 
testimony, Mr. Cook stated that the 
respondent had nothing further to of- 
fer, and after some preliminary re- 
marks concluded with the following 
statement : 

“I would state as counsel for the 
Flat Top Power Company, and as 
president of the company, that it will 
be satisfactory to our company for 
the Commission to. put into effect for 
the Flat Top Power Company the 
schedule of rates charged by the Ap- 
palachian Electric Power Company in 
the city of Keystone, and to continue 
this proceeding to a date hereafter to 
be fixed.” 

The town of Keystone, referred to 
by Mr. Cook, is comparable in size 
and within about one mile of North 
Fork. The Commission, after care- 
fully considering the offer made by the 
respondent’s counsel respecting rates, 
decided that it would not be acceptable 
and so advised the respondent. There- 
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after, the respondent requested the 
Commission to reopen the case for the 
purpose of allowing it to introduce ad- 
ditional evidence. The respondent's 
request was granted, and the case re- 
opened and set for hearing April 6, 
1936. 

At this hearing, the respondent in- 
troduced witnesses A. Catzen and C, 
S. Breeding. Mr. Catzen testified that 
in 1920 the respondent purchased the 
property and took over the business of 
the Flat Top Ice and Cold Storage 
Company, which company, it seems, 
was then engaged in manufacturing 
ice and distributing electricity and wa- 
ter. The price paid for the property 
when purchased was not stated by Mr. 
Catzen, but he did state that after the 
respondent had paid outstanding bills 
of the Flat Top Ice and Cold Storage 
Company amounting to $17,000, it 
had approximately $100,000 invested. 
The amount paid for that part of the 
property used in supplying electric 
service was not given. 

The respondent attempted to show 
by its witness, C. S. Breeding, that 
Mr. Morris’ appraisal of the poles, 
towers, and fixtures was too low. 
Mr. Breeding is the respondent’s 
bookkeeper. He stated that he had 
had no experience in the construction 
of electric property and knew nothing 
of the cost of construction except the 
information shown in bills rendered 
for the construction of certain parts 
of the plant. He produced a bill from 
the Bluefield Telephone Company for 
work done by it for the respondent, 
but he did not seem to know just what 
construction work was covered by this 
bill. The bill of the telephone compa- 
ny was headed: “To constructing 
and rearranging plant, as per your let- 
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ter January 22, 1926.” The letter re- 
ferred to by the telephone company 
was not produced, but it is perfectly 
obvious, we think, that the bill cov- 
ered items of property in addition to 
those mentioned by Mr. Breeding, and 
this conclusion is supported, in part, 
at least, by the fact that the prices 
used by Mr. Morris for poles were 
higher than the prices paid for poles 
by the respondent to the telephone 
company. 

Mr. Catzen also expressed the opin- 
ion that Mr. Morris’ appraisal of the 
poles, towers, and fixtures was too 
low. However, his opinion was like- 
wise based on the bill of the Bluefield 
Telephone Company for work done by 
it for the respondent. 

The report of Mr. Morris not only 
contained his estimate of the cost of 
reproducing the different kinds and 
classes of the respondent’s property, 
but also contained and showed a com- 
plete breakdown of the unit costs used 
by him in arriving at his estimate of 
the total cost of reproducing the prop- 
erty. The respondent did not take 
exception to a single item used by Mr. 
Morris in his set-up of unit costs, nor, 
with the exception noted, did it at- 
tempt to show that they were not rea- 
sonable. 

No other evidence was adduced by 
the respondent respecting the value of 
that part of its property used in sup- 
plying electric service and no excep- 
tion was taken to the statements and 
figures set out in the report of Mr. 
Wyckoff regarding the capital ac- 
count, either per books or to his ad- 
justments made thereto for the period 
covered by the report. Mr. Wyckoff 
did not include any part of the cost of 
the building, a portion of which, ac- 
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cording to the report of Mr. Morris, 
is used in supplying electric service. 
Mr. Wyckoff’s reason for not allocat- 
ing any part of the cost of the building 
to the electric service was that he had 
included the entire rental charge of 
$300 for the ground on which the 
building is located in the operating ex- 
penses of the electric department, as 
will hereinafter appear. If the origi- 
nal cost of the property used in sup- 
plying electric service as shown by the 
report of Mr. Wyckoff is to be com- 
pared with Mr. Morris’ estimate of the 
reproduction cost of the same proper- 
ty, it would be necessary to add the 
cost of that part of the building al- 
located by Mr. Morris to the electric 
business, or $1,705, to the original 
cost found by Mr. Wyckoff, making 
the original cost $37,265.87, which 
may be compared with $38,623, Mr. 
Morris’ estimate of the cost of repro- 
ducing the property. 

Mr. Wyckoff pointed out in his tes- 
timony that no allowance had been 
made in his estimate of operating ex- 
penses for rent for the rooms in which 
the respondent conducts its electric 
business. Mr. Catzen stated that it 
had been understood, if not agreed, 
that the rent for these rooms would 
be $75 per month or $900 per year, 
which seems to be reasonable and will 
be allowed. 

Mr. Wyckoff also pointed out that 
he had included in the amount set up 
by him for operating expenses for 
the electric business the taxes paid on 
all of the respondent’s property, and 
that $800 of the total taxes paid, 
which were $5,943.33, should be ap- 
portioned to the property not used in 
the electric business. Since no excep- 
tion was taken to this proposed adjust- 
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ment and it seems reasonable, it will 
be made. 

The net result of these two changes 
is an addition of $100 to operating ex- 
penses, making the total $32,590.21. 

In this total there are included sal- 
aries for officials of the company as 
follows: 

Treasurer and general manager 
President and attorney 

Bookkeeper and office manager 
Chairman of the board of directors ... 
Secretary 

Part-time clerk 

[1] The president is a practising 
attorney and occupies an office provid- 
ed by the respondent. The chairman 
of the board of directors resides in 
Richmond, Virginia, and according to 
the record, attended two meetings of 
the board during the 12-month period 
covered by Mr. Wyckoff’s report. The 
secretary resides in Fairmont, West 
Virginia, which is quite a distance 
from North Fork, and he, it appears 
from the record, attended two meet- 
ings of the board during the same pe- 
riod. The salaries of the part-time 
clerk should be included in the salary 
of the treasurer and general manager, 
for the reason that he attends to cer- 
tain duties of the manager during his 
absence. With the exception of the 
bookkeeper and office manager, the of- 
ficials of the respondent own or con- 
trol, either directly or indirectly, at 
least 60 per cent of its outstanding 
stock, and it may be that they control a 
much greater percentage of this stock. 
Without any attempt on our part to 
manage the business of the respondent 
or interfere unduly with its practices, 
we do feel that the salaries paid for 
management and supervision aggre- 
gate more than the business justifies, 
and that the amount allowed for this 
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purpose should be reduced at least $1,- 
000, leaving the annual operating ex- 
penses $31,590.21. 

No exception was taken to the state- 
ments and figures set out in the report 
of Mr. Wyckoff regarding operating 
expenses, either as to the information 
taken from the books or to his adjust- 
ments made thereto. Mr. Breeding 
did, however, give the operating rey- 
enues and operating expenses for the 
calendar year 1935. His figures show 
that the operating revenues for the 
year 1935 were approximately $1,200 
less than for the last 12-month period 
covered by Mr. Wyckoff’s report. 
This reduction is due almost entirely 
to the falling off of sales to commer- 
cial power customers, most of which 
may have been brought about by the 
failure of the respondent’s ice depart- 
ment to use the energy heretofore 
used, as the report of Mr. Wyckoff 
shows that the consumption by this 
department for the last six months of 
the 12-month period covered by his 
report was substantially less than in 
the first six months. However, the 
Commission is accepting Mr. Breed- 
ing’s estimate of the revenues from 
this source and also his estimate of the 
revenues from all other sources. 

We have made no attempt to adjust 
the operating expenses of the respond- 
ent for the calendar year 1935, as 
shown by the testimony of Mr. Breed- 
ing, for the reason that it would be 
necessary to have our accounting de- 
partment make a further examination 
of the respondent’s accounting rec- 
ords. However, it would seem that 
if the same adjustments were made in 
the operating expenses for the year 
1935, they would be somewhat less 
than $31,590.21, some of the reasons 
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being that the cost of the energy pur- 
chased for the calendar year 1935 is 
$380.88 less than the amount included 
by Mr. Wyckoff for this item for the 
last 12-month period covered by his 
report, and if the annual revenues real- 
ized by the respondent are not greater 
than the revenues the rates hereinafter 
prescribed are designed to produce, the 
taxes applicable to the electric business 
will be somewhat less than the amount 
included for this item for the last 12- 
month period covered by Mr. Wyckoff 
in his report. 

The record shows that the respond- 
ent repaired the building in which it 
now has its offices at a cost of $1,400, 
which was charged to operating ex- 
penses. The owner of the building 


agreed that no charge should be made 
for rent until this sum was used up at 
a rate of $75 per month. Mr. Catzen 
testified at the hearing held April 6, 


1936, that the $1,400 had not yet been 
exhausted, showing that there was at 
least an improper charge of $225 in 
operating expenses for the year 1935, 
which should be considered along with 
the other deductions mentioned. 

We find it difficult to follow the re- 
spondent’s method of accounting re- 
specting depreciation. According to 
Mr. Wyckoff’s report, to which no ex- 
ception was taken, the net income for 
the year 1931 was $8,602.63. The 
amount added to the depreciation re- 
serve was $12,244.47. The net in- 
come for 1932 was $2,563.62. The 
amount added to the depreciation re- 
serve was $12,136. In 1933 the op- 
erating expenses exceeded the reve- 
nues by $618.72, yet the respondent 
declared a cash dividend of $5,887.50, 
and in 1932, a cash dividend of $1,- 
462.50.. No dividend was declared in 
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1933. Nothing was included for de- 
preciation in the operating expenses 
for any of the years mentioned. 

The respondent’s operating income 
from all sources, before any allow- 
ance for depreciation, from January 
1, 1921, to May 31, 1935, was $159,- 
012.85. During the same period it 
set up in its depreciation reserve for 
all properties $125,965.11. In 1933 
the respondent transferred $52,718.15 
from its depreciation reserve account 
to its surplus account. The explana- 
tion of this adjustment was: “Depre- 
ciation adjustment to reduce previous 
rate from 10 per cent to 5 per cent— 
this set-up made to conform with rul- 
ing of Federal government.” This 
adjustment, plus a retirement of 
$20.40, reduced the amount set up in 
the reserve for depreciation to $73,- 
226.56. Of this sum $48,758.35 is 
allocated to the electric property, in- 
cluding office equipment. The re- 
spondent’s net revenue, after deduc- 
tions for depreciation, for the period 
mentioned, was $85,786.29, and dur- 
ing this period it paid out, according 
to its accounting records, a total of 
$113,000 in cash dividends. 

Mr. Catzen, witness for the re- 
spondent, stated that the reserve for 
depreciation was simply a method of 
bookkeeping and that the money was. 
not actually in the reserve, but had 
been expended, presumably in divi- 
dends, additions to the property, or ap- 
plied on the purchase price of the prop- 
erty, including the ice property, as 
only $40,000 was paid at the time the 
property was taken over. The re- 
spondent’s accounting records do not 
show any amount in the depreciation 
reserve at the time it took over the 
property and business of the Flat Top 
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Ice and Cold Storage Company in 
1920, although a part of the property 
had been in service at that time for 
approximately ten years. If the re- 
spondent had set up annually 2} per 
cent of the original cost of the prop- 
erty as shown by Mr. Wyckoff’s re- 
port, beginning with the year 1921, it 
would have had in its depreciation re- 
serve, as of May 1, 1935, approxi- 
mately $11,500. The respondent’s re- 
tirements since it began operation in 
1920 have totaled, according to Mr. 
Wyckoff’s report, $2,507. Deducting 
this sum from the total that would 
have been set up, or $11,500, would 
leave in the reserve $9,043. 

According to the estimate of Mr. 
Morris, as hereinbefore stated, it 
would have cost the respondent $38,- 
623 to reproduce the property used in 
its electric business at prices prevail- 
ing May 31, 1935, and that cost de- 
preciated, $31,300, a difference of $7,- 
323. If to this difference there is add- 
ed $2,507, the cost of the property re- 
tired, the total necessary to provide for 
the retirement of property and deteri- 
oration of the property now in service 
is $9,820, which sum, deducted from 
the total that would have been set up 
by applying 2} per cent to the cost of 
the property during the period men- 
tioned, or $11,550, would leave a bal- 
ance of $1,730 in the depreciation re- 
serve. 

Mr. Catzen testified that it would 
probably be necessary for the respond- 
ent to replace its switchboard in the 
very near future at a cost of about 
$2,700. Mr. Morris’ estimate of the 
cost of reproducing the switchboard 
now in service new was approximately 
$2,200, and this cost depreciated, $1,- 
097. All of the witnesses testifying 
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respecting the condition of the switch. 
board now in service agreed that it is 
not in good condition, which accounts 
for the great difference in its cost new 
and depreciated. 

[2] In view of the fact that no re- 
serve had been set up by the respond- 
ent’s predecessor, the Flat Top Ice and 
Cold Storage Company, to cover phys- 
ical deterioration in the property that 
was in service prior to 1920, it is ap- 
parent, we think, that 24 per cent ap- 
plied to the rate base hereinafter fixed 
will produce a reserve ample to pro- 
vide for retirements and future depre- 
ciation in the property, even though it 
is found necessary to retire the switch- 
board in the near future, as testified 
to by Mr. Catzen. 

[8] It would serve no useful pur- 
pose to discuss at length the per cent 
or rate of return to be allowed the re- 
spondent for the use of its property. 
In practically all of the recent decisions 
of the courts and findings of the Com- 
missions, the rate of return has been 
fixed at just around 6 per cent. The 
Commission is disposed to allow 9 per 
cent for depreciation and return in this 
proceeding. 

[4-6] In arriving at the rate base 
on which the respondent is entitled to 
earn a return, there should be added 
to the value of the physical property a 
reasonable allowance for cash work- 
ing capital and certain intangible val- 
ues that attach to the property by rea- 
son of its being developed into a going 
concern. In considering operating ex- 
penses for the purpose of arriving at 
the amount to be allowed for cash 
working capital, taxes should be de- 
ducted. 

[7] The amount included for taxes 
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in the annual operating expenses, 
found to be $31,590.21, is $5,943.33, 
leaving the operating expenses, less 
taxes, $25,646.88, or an average of 
$2,137.24 per month. One and one- 
half times this amount, or $3,205.86, 
should be ample for cash working cap- 
ital. 

Mr. Morris depreciated the proper- 
ty approximately 19 per cent. If to 
the original cost of the property, as 
shown by Mr. Wyckoff’s report, or 
$35,560.87, there is added $1,705, Mr. 
Morris’ estimate of that part of the 
building allocated to the electric busi- 
ness, the total is $37,265.87. This 
sum, depreciated 19 per cent, the same 
per cent applied by Mr. Morris, leaves 
$30,185.35, which may be compared 
with the reproduction cost of the prop- 
erty depreciated as estimated by Mr. 
Morris, or $31,300. 
f [8] And since practically all of the 

respondent’s property was constructed 
during the period when prices higher 
than those prevailing May 1, 1935, 
were effective, it would seem that the 
original cost of the property and the 
estimated reproduction cost should be 
substantially the same. After consid- 
ering all of the evidence respecting the 
original cost and reproduction cost of 
the respondent’s property, and making 
provision for cash working capital and 
such intangible value as the property 
may have, we are of the opinion, and 
find, that the value of the respondent’s 
property does not exceed $36,000, and 
we fix that sum as the value of the 
property. The order to be entered in 
this proceeding will state rates de- 
signed to earn a gross annual revenue 
of approximately $34,931.31. If 
from this amount there is deducted 


operating expenses, not including de- 
preciation, found to be $31,590.21, the 
net income for return and deprecia- 
tion is $3,341.10, which is in excess of 
9 per cent on $36,000. However, it 
is likely that there will be some slight 
additional expense to the respondent 
by reason of its changing certain of its 
domestic service from a 2-meter to a 
l-meter service, as this change is war- 
ranted and will be required by the or- 
der to be entered. The order will also 
provide for a continuance of this pro- 
ceeding, for the reason that the Com- 
mission is now investigating the rates, 
charges, and practices of the Appala- 
chian Electric Power Company, and 
since the respondent purchases the en- 
ergy it sells from this company, it is 
possible that the rate at which the en- 
ergy is purchased will be changed, and, 
if so, such change may necessitate a 
revision in the rates prescribed at this 
time. 

We find it difficult to reconcile the 
testimony of Mr. Clark regarding the 
limited life of the town of North Fork 
with that of Mr. Catzen stating that 
it was the intention of the respondent 
to install a generating plant in the 
building in which the equipment used 
for manufacturing ice is now located. 
The respondent is now purchasing the 
energy it sells from the Appalachian 
Electric Power Company, passing the 
cost on to its customers. There is 
nothing in the record to indicate that 
this practice cannot be continued. This 
being true, it is not at all likely that 
the respondent would go to the ex- 
pense of installing a generating plant 
to produce the energy it sells if, in its 
opinion, the life of the town of North 
Fork is limited to that indicated by 
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the testimony of Mr. Clark. Wecan- not yet developed, has any such limit- 
not agree that the town of North ed life. 
Fork, surrounded as it is by mining An appropriate order will be en- 
operations and other coal properties tered. 
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Re Northern States Power Company 


[Case No. 3396.] 


Valuation, § 266 — Real estate — Opinion evidence. 
1. Real estate values established by a local real estate man whose testimony 
indicates his familiarity with real estate values in the locality and that he is 
qualified to give competent evidence with reference thereto are more reliable 
than real estate values as found by an engineer largely on the basis of 
original cost and recent sales of similar property, p. 130. 


Valuation, § 69.1 — Overhead payments to management company. 
2. A claim by a utility operating division for engineering and supervision 
representing a charge by an engineering and management corporation was 
reduced 38 per cent where the actual cost of the service was not available, 
but the expenses of the engineering and management corporation had aver- 
aged 62 per cent of its gross revenue, leaving an average profit of 38 per cent 
on operation, p. 131. 


Valuation, § 124 — Overheads — Basis. 

3. Overheads should be applied to items of equipment and structures only, 
real estate having been valued at present-day prices, p. 132. 

Valuation, § 96 — Accrued depreciation — Per cent condition — Historical cost. 
4. The Commission, in determining accrued depreciation, must necessarily 
ne per cent condition of the property to the historical cost appraisal, 
p. 133. 

Valuation, § 17 — Rate base — Reasonable judgment — Formula. 

5. Fair value for rate making was determined upon a reasonable judgment 
having its basis in a proper consideration of all relevant facts and not on 
some formula, p. 133. 


Valuation, § 30 — Rate base — Reproduction cost — Historical cost. 
6. An historical cost appraisal was held to be more reliable than cost of 
reproduction in a rate investigation where the engineers, in establishing cost 
of reproduction units, must necessarily rely upon manufacturers’ quotations, 
p. 134. 


Valuation, § 413 — Evidence — Price quotations. 
7. Manufacturers’ quotations were not considered as representing actual 
costs which would be incurred if a plant were actually to be built and quo- 
tations received in competition, p. 134. 


Valuation, § 340 — Going value — Lag in business or going concern. 
8. If a public utility is entitled to some compensation for the lag in business 
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or going concern of any sort, that liability or deficiency should have been 
retired the first time a surplus was ever earned, and if it was not done the 
stockholders should hold the management responsible and not the regula- 
tory Commission, p. 135. 

Apportionment, § 14 — Taxes — Personal property and real estate. 
9. State personal property and real estate taxes are properly apportioned 
separately (based on actual payments and not accruals as shown by rec- 


ords) from other taxes instead of being apportioned with general expense, 
p. 136. 


Expenses, § 84 — Management charges — Percentage basis. 
10. The percentage method of making charges to operating divisions of a 
utility by a management corporation should not be used, since there is no 
relation between service rendered and gross revenue, p. 137. 


Expenses, § 84 — Management charges — Question of efficiency. 
11. A percentage charge for management service should be eliminated from 
operating expense when by comparison with other utilities not under the 
management service it is indicated that the management service has not 
produced the result for which it was created, p. 137. 

Expenses, § 63 — Legal retainers. 
12. Legal retainers to firms located at a division of a public utility were 
approved and such retainer charges considered a proper expense item, but 
retainers to legal firms located without the state were not considered as a 
reasonable charge, it appearing that when legal services were rendered by 
the latter a separate charge was made in the expense charges as legal serv- 
ice costs, p. 138. 

Valuation, § 296 — Working capital — Relation to operating expenses. 
13. Allowances for cash working capital in electric and steam departments 
of a public utility were made equal to six representative weeks of operating 
expense, less taxes and estimated amount for services allowed in lieu of 
management fees, p. 139. 

Return, § 87 — Electric utility. 
14, A return of 6 per cent per annum was held to be fair, just, and reason- 
able on the fair value of electric properties, p. 139. 

Depreciation, § 51 — Electric property. 
15. An allowance of 4 per cent per annum was held to be fair, just, and 
reasonable for depreciation expense of electric utility property, p. 139. 

Return, § 96 — Steam-heating utility. 
16. An allowance of 6 per cent per annum for return was held to be fair, 
just, and reasonable on the fair value of steam property, p. 141. 

Depreciation, § 60 — Steam-heating utility. 
17. A depreciation allowance of 34 per cent per annum was held to be fair, 


just, and reasonable on the depreciable steam property of a public utility, 
p. 141. 


Valuation, § 119 — Overheads — Electric and heating utility. 


Discussion of overhead allowances of an electric and steam-heating utility, 
p. 131. 
[June 30, 1936.] 
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NVESTIGATION of electric and heating rates; reduced rate 


schedules approved. 


By the Commission: The present 
proceedings to ascertain the value of 
the property of the Northern States 
Power Company, devoted to supply- 
ing electric energy and steam-heat 
service to the city of Minot and its in- 
habitants first arose on or about the 
3rd day of October, 1933, when a pe- 
tition was filed by the city of Minot, 
as complainant, acting under the au- 
thority of § 4609c30 of the 1925 Sup- 
plement to the 1913 Compiled Laws, 
as amended by Chap. 236, Session 
Laws of North Dakota for the year 
1927, wherein it was requested that 
the Board of Railroad Commissioners 
make a valuation of the electric and 
steam-heating property of the North- 
ern States Power Company within the 
city of Minot for the purpose of de- 
termining the reasonableness of the 
rates charged by the company for elec- 
tric energy, for light, heat, and power 
purposes and for steam-heating serv- 
ice in the city of Minot, and on or 
about the 15th day of June, 1933, the 
city of Minot filed an amended com- 
plaint with the Board asking for the 
same relief with respect to the tele- 
phone property and rates of said com- 
pany within the incorporated limits 
of the city of Minot. Between the 
time the original petitions and such 
amended petitions of the city were 
filed, petitions were received by the 
Board of Railroad Commissioners of 
the state of North Dakota, pursuant 
to the provisions of Chap. 220 of the 
Session Laws for the state of North 
Dakota for the year 1933, requesting 
a revaluation of the property of the 
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utility furnishing heat, light, and pow- 
er in the form of electric current and 
steam. Thereafter petitions and coun- 
ter petitions requesting withdrawal of 
signatures from the original petitions 
were filed. As a result of the com- 
plaints of the city of Minot and the 
petitions of the taxpayers, as above 
set forth, pursuant to the instructions 
of the Board of Railroad Commis- 
sioners of the state of North Dakota, 
James H. Wiley, chief engineer, pre- 
pared and submitted to the Board on 
March 23, 1935, an appraisal as of 
September 1, 1934, of the Northern 
States Power Company’s steam heat 
and electric properties in Minot, North 
Dakota. The appraisal was based up- 
on a detailed inventory and presented 
the historical cost, cost of reproduc- 
tion, and the depreciated value of the 
property. 

Pursuant to § 4609c39, Supplement 
to the Compiled Laws of North Da- 
kota for the year 1913, the Commis- 
sion gave notice by registered mail to 
the Northern States Power Company 
of such valuation. Notice of protest 
was filed by the Northern States Pow- 
er Company and the Commission made 
its order fixing a time for hearing on 
the same at Minot, North Dakota, for 
the 4th of June, 1935. Notice of 
such hearing was given the Northern 
States Power Company and the case 
was called for hearing at Minot, 
North Dakota, beginning at 9 o’clock 
A. M., June 4, 1935. There were pres- 
ent: Commissioners C. W. McDon- 
nell and Elmer W. Cart; P. O. Sathre, 
Attorney General; J. A. Heder, Com- 
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merce Counsel; Charles F. Martin, 
Special Accountant ; James H. Wiley, 
Chief Engineer. Appearances for the 
Northern States Power Company: 
Thomas V. Sullivan, Attorney, Chi- 
cago, Illinois; A. William Groth, At- 
torney, Minneapolis, Minnesota; E. R. 
Sinkler, Attorney, Minot, North Da- 
kota; T. D. Crocker, Vice President 
of the Northern’ States Power Com- 
pany, Minneapolis, Minnesota. For 
the city of Minot: O. B. Herigstad, 
City Attorney, and J. W. Bliss, City 
Manager of the city of Minot; Paul 
Campbell, Attorney, Minot, North 
Dakota, representing the city of Minot 
and the Minot taxpayers. 

Pending these proceedings an ac- 
tion was commenced in the United 
States District Court in the district 
of North Dakota to enjoin the Board 
of Railroad Commissioners from pro- 
A ceeding under Chap. 220 of the 1933 
Session Laws, to assess the cost of the 
proceeding against the utility, in so 
far as it related to the valuation of the 
electric and steam properties of the 
Northern States Power Company at 
Minot, and to enjoin the Commission 
from requiring the impounding of any 
moneys by the utility pending the final 
decision in this case, and to enjoin the 
Commission from ordering the rates 
that might be found by the Commis- 
sion to be reasonable, to be retroac- 
tive, but subsequently by agreement 
entered into by and between the Board 
of Railroad Commissioners and 
Northern . States Power Company, 
said Northern States Power Company 
agreed to and did dismiss said pro- 
ceedings in said United States District 
Court. 

It is the duty of the Commission to 
determine the value of the property 
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of the Northern States Power Com- 
pany actually used and useful for the 
convenience of the public, excluding 
therefrom the value of any franchise 
or right, to own, operate, or enjoy the 
same in excess of the amount (exclu- 
sive of any tax or annual charge) 
actually paid to any political subdivi- 
sion, to a state or county division for 
a franchise right exclusive of any 
value to the right by reason of a mo- 
nopoly or merger, and, having found 
such value, to determine the reason- 
ableness and justice of the rates and 
charges of the Northern States Pow- 
e- Company and, if found unreason- 
able, to determine what are just and 
reasonable rates for the services so 
furnished. If it is found that the 
rates existing are unjust or unreason- 
able the Commission shall by an order 
fix reasonable rates, charges, or sched- 
ules to be followed in the future in 
lieu of those found to be unjust or un- 
reasonable. 

In order to determine whether or 
not the rates and charges are unjust 
and unreasonable, it is also necessary 
that the income and operating expen- 
ses be taken into consideration. 


Valuation 


Mr. James H. Wiley, chief en- 
gineer of the Board of Railroad Com- 
missioners, made an inventory and ap- 
praisal of the Northern States Power 
Company’s property, used and useful 
in serving the inhabitants of the city 
of Minot, North Dakota, with electric 
and steam-heating service. These ap- 
praisals are of the date September 1, 
1934, and are contained in Commis- 
sion’s Exhibit No. 1, and represent 
the historical cost, cost of reproduc- 
tion, and the depreciated value of the 
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property. Mr. Curtis N. Rice, Jr., 
valuation engineer for the Northern 
States Power Company prepared an 
inventory comparable to that made 
by Mr. Wiley and made appraisals 
which represent the historical cost, 
cost of reproduction, and the cost of 
reproduction less depreciation. The 
appraisals were received in evidence 
as utility’s Exhibits A, B and C, re- 
spectively. 

The historical cost appraisals, as 
presented by both engineers, were 
based, in so far as possible, upon the 
actual construction records of the 
company. Company’s Exhibit No. 
A-2 shows that there were available 
construction records on approximate- 
ly 86 per cent of the entire prop- 
erty. 

The cost of reproduction appraisals 
were based upon the same inventory 
as the historical cost appraisals and 
priced on the basis of the cost of labor 
and material effective September 1, 
1934. 

For the sake of convenience and 
comparison summaries of the various 
appraisals are as follows: [Tables 
omitted. ] 

[Tables omitted show for electric 
department, Commission historical 
cost total, $903,429, and company 
historical cost total, $1,035,208: for 
steam heat department, Commission 
historical cost total, $139,510 and 
company historical cost total, $140,- 
908; for electric department, Com- 
mission total cost of reproduction, 
$972,361, and company’s cost of re- 
production, $1,097,314; for electric 
department, Commission cost of re- 
production less depreciation, $788,- 
090, and company’s cost of reproduc- 
tion less depreciation, $946,509; for 
15 P.U.R.(N.S.) 


steam-heat department, Commission 
cost of reproduction, $165,165, and 
company’s cost of reproduction, $170,. 
776; for steam-heat department, Com. 
mission cost of reproduction less de. 
preciation, $109,427, and company’s 
cost of reproduction less depreciation, 
$139,503. ] 


Real Estate Values 


[1] Real estate values as found 
by the Commission’s engineer were 
largely based upon the original cost 
and recent sales of similar property. 
However, he testified that he was not 
attempting to qualify as a real estate 
expert and also that he had no assist- 
ance from any qualified real estate ap- 
praiser. The company’s land values 
were established by a local real estate 
man whose testimony indicated his 
familiarity with real estate values in 
Minot and that he was qualified to 
give competent evidence with refer- 
ence thereto. In this situation, as de- 
veloped in this particular case, it would 
appear that the company land values 
are the most reliable. 


Allocations 


There being certain elements of 
property utilized by more than one 
department, it was necessary to allo- 
cate the values on these units between 


the several departments. The alloca- 
tions made by the company and Com- 
mission engineers were practically the 
same with the exception of the alloca- 
tion of the boiler plant between the 
electric and steam-heat department. 
Wiley used as a basis of allocation 75 
per cent electric and 25 per cent for 
steam heat, this allocation being based 
upon the relative demands upon the 
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boiler plant by the different depart- 
ments. Rice’s allocation schedule 
showed 81.7 per cent to the elec- 
trical department and 18.3 per cent 
to the steam-heat department, this al- 
location also being upon the demand 
basis. 

Mr. Crocker’s testimony (Tr. 128) 

was as follows: 
“The allocation used by Mr. Wiley 
was the same as Grand Forks, which 
was 16 pounds of steam per kilowatt 
hour in the case of Minot, 
due to the fact that our units are not 
as efficient as in Grand Forks, and to 
the fact that our condensing water is 
not as favorable as it is in Grand 
Forks, we find from our summer op- 
eration, when there is very little steam- 
heating load, that it requires on the 
average, slightly above 20 pounds of 
steam to produce a kilowatt hour, as 
compared with 16 in Grand Forks. 
The significance of this increased 
steam consumption lies in the fact that 
it requires a greater amount of boiler 
capacity to furnish the electric re- 
quirements in the city of Minot than 
it requires in the city of Grand Forks, 
and we have, therefore, allocated to 
the electric property, boiler plant 
equipment on this 20-pound consump- 
tion basis, which results in a percent- 
age of 81.7 to the electric and 18.3 
to the steam.” 

For this reason and for the reason 
of the company’s experience in this 
matter, it would appear that condi- 
tions assumed by the company would 
be more indicative of operating con- 
ditions. Using the allocation as used 
by the company, Wiley’s valuation 
will be affected by adding to the elec- 
tric department and subtracting from 
the steam-heating department an 
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amount of approximately $21,454 for 
the historical cost appraisal and $21,- 
136 for the cost of reproduction ap- 
praisal. 


Overhead Costs 


Overhead costs as used by the Com- 
mission’s engineer were estimated, 
broken down into engineering and su- 
perintendence, law expenditures, in- 
terest during construction, and mis- 
cellaneous construction expenditures. 
These overheads were used in both 
appraisals. The company’s overheads 
were based upon amounts charged on 
the books of the company for the al- 
leged overhead costs. Comparison of 
total overheads is as follows: 


Cost of 
Reproduction 


8.45% 10.37% 
15.02% 17. 5% 

Referring to utility’s Exhibit A-3, 
which is an analysis of the historical 
undistributed construction costs, the 
total overhead is broken down into en- 
gineering, 6.93 per cent; administra- 
tion and supervision, 6.72 per cent; 
interest during construction, .1.37 per 
cent. Mr. Kuhn’s testimony (Tr. 
242) breaks the item of administra- 
tion and supervision (6.72 per cent) 
down further, it being administration 
2.25 per cent and supervision 4.47 
per cent. Of this, the 2.25 per cent 
is a local charge covering local engi- 
neering, supervision, administration, 
auditing, time keeping, etc. The 4.47 
per cent is a Chicago office charge. 
Taking the 6.93 per cent for engineer- 
ing, and the 4.47 per cent for supervi- 
sion makes a total of 11.40 per cent 
Chicago office charge on all construc- 
tion in Minot. 

[2] Utility’s Exhibit T shows that 
15 P.U.R.(N.S.) 
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average expenses of the Byllesby En- 
gineering and Management Corpora- 
tion for the years 1931 to 1934, inclu- 
sive, are 62 per cent of its gross rev- 
enue. This shows an average profit 
of 38 per cent on the operations of 
the management company. In utili- 
ty’s brief page 114, the company 
makes the following statement : 

“Tn order to carry out the spirit and 
intent of Federal legislation, Stand- 
ard Gas and Electric Company on 
September 20, 1935, pursuant to ac- 
tion by its board of directors, sold to 
its affiliated operating companies, in- 
cluding Northern States Power Com- 
pany, all of the capital stock of the 
Byllesby Engineering and Manage- 
ment Corporation, without profit to 
itself, each of said companies acquir- 
ing such proportion of. the service 
company stock as its Own gross earn- 
ings bore to the combined gross earn- 
ings of such service companies. 

“By reason thereof each of said op- 
erating companies is now receiving the 
services of the Byllesby Engineering 
and Management Corporation as a 
mutual service company wholly owned 
by operating companies. 

“The intent was to render such serv- 
ice at cost, and already the manage- 
ment and supervision charge has been 
reduced from 2} per cent to 1 per 
cent, which it is estimated from past 
analysis available to date, approxi- 
mates service at cost. If it be ascer- 
tained from further cost studies being 
made such cost should be less than 1 
per cent, further adjustment will be 
made.” 

The cost of engineering and super- 
vision given by the management com- 
pany may be approximately deter- 
mined but according to Mr. Hagenah 
15 P.U.R.(N.S.) 


(Tr. No. 2,107) the actual cost of 
this service to the individual company 
is not available. It can readily be seen 
that this cost may vary according to 
the nature of the operating company, 
However, in order that we may estab- 
lish a percentage of overhead that 
will approximately represent the actu- 
al cost of services rendered, the items 
Chicago engineering and supervision 
will be reduced 38 per cent (Utility's 
Exhibit T.). We, therefore, will 
adopt, in our computations, the fol- 
lowing : 
Table of Adjusted Overheads 


Histor- Cost of 

ical _Repro- 

Cost duction 
Chicago engineering—6.93% 
Chicago supervision—4.47% 


11.4 reduced 38% 
administration 
Interest during construc- 

tion 


7.07% 7.07% 
2.25 2.25 


10.69% 12.32% 
[3] These overheads should be ap- 


plied to items of equipment and struc- 
tures only. Real estate having been 
valued in both appraisals at present- 
day prices is sufficiently high to care 
for such additional cost that may have 
or might have been incurred. 


Total overhead 


Depreciation 


The method of determining exist- 
ing depreciation used by the two en- 
gineers in this case is quite similar, 
both having taken into consideration 
the elements of physical deterioration, 
inadequacy, and obsolescence. For 
the sake of convenience a comparison 
of the per cent condition of the prop- 
erty by accounts is listed below. 
[Table omitted. ] 

Mr. Rice’s testimony (Tr. 325, 
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326) with regard to the determination 
of existing depreciation was as fol- 
lows: “By physical inspection of the 
property where observable, with con- 
sideration of all of the elements which 
go to cause depreciation ; that is, wear 
and tear, obsolescence, its age and its 
expected remaining life, municipal 
regulations, and so forth.” Going to 
the testimony of Mr. Staffler of Man- 
itowoc, Wisconsin (Tr. 198) though 
the testimony of this witness is stren- 
uously objected to by the company, 
his testimony is extremely interesting 
and deserves comment. The testimo- 
ny is as follows: 

Q. (By Mr. Herigstad) By the 
way, Mr. Staffler, you have examined 
the locat plant here in a general way, 
have you not? 

A. I went through it during the 
noon hour, yes, sir. 

Q. Ard in a general way is that 


about the same type of plant that you 
have down there? 
A. It is not as modern as our new 


plant is. It is somewhat comparable 
to our former plant. 


On cross-examination by Mr. Heder 
(Tr. 338, 348) Mr. Rice indicated 
that it was possible to inspect but a 
very small part of the steam mains. 
That roughly 60 per cent of the mains 
had been in for twenty-nine years and 
37 per cent for twenty-four years. 
That in 1920 some 800 feet of cast- 
iron return mains were installed and 
800 feet of old main reinsulated. Go- 
ing still further Mr. Rice testified that 
the expected life of steam mains is 
thirty-five years. He now places these 
mains at 80 per cent condition. This 
testimony on cross-examination dis- 
credits the high per cent condition of 
steam mains attributed to them by 
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Mr. Rice and corroborates the per 
cent condition as found by Mr. Wiley. 

[4] In determining accrued depre- 
ciation, we must necessarily apply the 
per cent condition of the property to 
the historical cost appraisal. Doing 
this by accounts we find the accrued 
depreciation by departments to be as 
follows: 


Electric department 
Steam-heating department 


Fair Value 


[5] Mr. William J. Hagenah, vice 
president and director of Byllesby En- 
gineering and Management Corpora- 
tion and vice president and director 
of the Northern States Power Com- 
pany of Minnesota, testified for the 
utility as one of its principal witness- 
es. He is one of the firm of Cum- 
mins, Hagenah and Flynn. He testi- 
fied that in the valuation case of the 
city of San Diego (7 P.U.R.(N.S.) 
443) he advocated that the rate base 
for the San Diego Consolidated Gas 
and Electric Company, one of the sub- 
sidiaries of the Byllesby Engineering 
and Management Company and 
Standard Gas and Electric Company, 
should be predicated upon the histori- 
cal cost theory, but that in this case 
he would not indicate to the Commis- 
sion as to whether or not the compa- 
ny or he preferred the Commission 
to find its rate base on the historical 
cost basis or upon the cost of repro- 
duction basis, but that “in the absence 
of the factual data that would be im- 
portant in such conclusion my answer 
would have to be that I would follow 
the rule of law laid down by the Unit- 
ed States Supreme Court in such in- 
stances and so frequently stated with 
approval.” By that we must assume 
15 P.U.R.(N.S.) 
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that the utility desires the Commis- 
sion to find a fair value, not on some 
formula but upon a reasonable judg- 
ment, having its basis in a proper con- 
sideration of all relevant facts. This 
we shall do. 

[6, 7] In arriving at a fair value 
it is manifestly for the Commission 
to weigh the evidence in the case, the 
conditions and circumstances of the 
company in question, and the history 
and growth of the property. In this 
particular instance we have a public 
utility antedating the era of utility 
empire building and security ventures. 
This plant has been remodeled and 
enlarged periodically to meet public 
demand for more and better service. 
Approximately 86 per cent of the con- 
struction records have been available 
for study in the determination of his- 
torical cost. Cost of reproduction has 


its place in a rate investigation and 
may at times become quite advan- 
tageous, but in this particular case we 
feel the historical cost appraisal to be 


the most reliable. The engineers in 
establishing cost of reproduction 
units must necessarily rely upon man- 
ufacturers’ quotations. We do not 
feel that these quotations represent 
actual costs were the plant actually to 
be built and these quotations were re- 
ceived in competition. There are 
faults to be found with both theories 
of values, but that of course is why 
we should have two theories to con- 
sider and weigh. We will adopt the 
Commission engineer's appraisals 
with the exception of land values and 
overhead costs and make corrections 
for allocations as mentioned in that 
section of these findings. Company 
land values will be used and the over- 
head costs as determined in these 
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findings will be used. The steam. 
heating appraisal will be compensated 
for the omission of return mains. 


Cost of 
Reproduction 


Historical 
Cost 


$ 22,530 
110,069 


547,051 
205,491 

28,053 
106,274 


$1,019,468 


Structures 
Electric 
equipment 
Electric distribution 
system 
General equipment 


Overhead costs ... 87,069 


$952,989 
Steam-heat Department 

Land 3,020 
Structures 10,589 
Plant equipment . 54,274 
Distribution system 44,039 
General equipment 2,815 
Overhead costs ... 10,832 


$125,569 $151,262 


Considering all of the foregoing 
and giving such weight as we deem 
proper to the elements of value that 
we must consider under the decisions 
which we have referred to in our Case 
No. 3387 (Grand Forks v. Red River 
Power Co. decided April 10, 1935, 8 
P.U.R.( N.S.) 225), we are convinced 
that our findings as to the fair value 
of the property valuated is doing jus- 
tice to both the owners and the rate- 
payers. We find, adjudge, and deter- 
mine as follows: 


Values for: 
Electric Department 
Fair value 
Accrued depreciation 








Steam-heat Department 
Fair value 


Materials and Supplies 


The Commission’s Exhibit No. 2 is 
a statement showing materials and 
supplies on hand September 1, 1934. 
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The engineer’s testimony is to the ef- 
fect that this statement was made up 
after taking certain items from the 
company records, certain items were 
inventoried and priced and other 
items were taken from the company 
records and spot-checked. Exhibit 
No. 2 shows that it was necessary to 
allocate certain items between depart- 
ments. 

The company introduced on exhib- 
it which represented materials and 
supplies alone. However, Company’s 
Exhibits F and G which pretend to 
set up rate bases for the different de- 
partments, make an inclusion of an 
amount for materials and supplies. 

For convenience, materials and sup- 
plies as shown by the Commission’s 
Exhibit No. 2 and Company’s Exhib- 
its F and G are shown below: 


Commission Company 


$20,428.78 $21,245.00 
6,442.53 2,306.00 
$26,871.31 $23,551.00 


Electric department 
Steam-heat depart- 





The Commission is adopting the 
amounts for materials and supplies as 


shown by Commission’s Exhibit No. 
; 


-. 


Going Concern Value 


[8] As we found in our Grand 
Forks decision, supra, at p. 241 of 8 
P.U.R.(N.S.): “We have consid- 
ered the history and circumstances of 
the utility under investigation and we 
find that operating revenues of the 
utility in the past have been more 
than sufficient to absorb such costs as 
that of attaching and developing new 
business as such costs were incurred, 
and, in valuing the property for rate- 
making purposes, we have valued it as 
a “going concern” with business at- 
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tached, giving full effect to the cur- 
rent level of prices as of the date of 
the valuation and allowing for any 
intangible elements of value not fully 
cared for in the usual and current op- 
erating expense.” 

The common definition of “going 
value” is “that amount by which the 
value of a utility plant in operation, 
with customers and an established rev- 
enue exceeds the value of a similar 
plant with no customers or “no reve- 
nue.” It has also been described as 
the “lag in business.” Whatever it is 
and whoever started it makes little 
difference. If a publc utility is enti- 
tled to some compensation for the lag 
in business or going concern of any 
sort, that liability or deficiency should 
have been retired the first time a sur- 
plus was ever earned and if it was 
not done the stockholders should hold 
the management responsible and not 
the regulatory Commission. 


Operating Revenues, Expenses, and 
Net Earnings 


Evidence was offered as to the op- 
erating revenues, expenses, and net 
earnings for the Minot division and 
for the city of Minot only, for the 
years 1929, 1930, 1931, 1932, 1933, 
1934, and the fiscal years ending 
April 30, 1934, and April 30, 1935, 
by Commission witness Chas. F. Mar- 
tin (Exhibits 3-7, Minot division, 
Exhibit 6, city of Minot only) and by 
the utility witness Mr. Crocker (Ex- 
hibits J-K-L). 


Electric Department 


Little difference exists between the 
utility and Commission exhibits and 
testimony relative to the company’s 
recorded revenues and expenses ap- 
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plicable to the city of Minot. Com- 
mission’s Exhibits numbers 4 and 5 
give in detail for the division each 
expense charge as shown by utility 
records for the year ending April 30, 
1934. Electric department revenues, 
expenses, and net earnings for the 
city of Minot, year ending April 30, 
1934 are shown by the record to be: 


Operating Revenues 
Residential sales 
Commercial sales 
Industrial sales 
Municipal street lighting 
Miscellaneous municipal sales 


Total electric sales 


Merchandise and jobbing 
Miscellaneous revenue 


Total revenues 


Operating Expenses (Excl. Deprec.) 

Production 

Transmission 

Distribution 

Utilization 

Commercial 

New business 

General 


Total expenses 


Net earnings (for return and depreciation) ... $126,895.94 


[9] The differences above shown 
are for the reasons, that, in the case 
of merchandise and jobbing and mis- 
cellaneous revenue, the Commission 
witness apportioned to Minot these 
items on the per cent that the gross 
revenues and number of customers 
for Minot was to the system, whereas, 
the utility witness made no such ap- 
portionment, applying to Minot the 
full division amount. Production ex- 
pense is shown by the utility witness 
in the amount of $1,056.27 greater 
than is shown by the Commission wit- 
ness, for the reason that the appor- 


tionment made by the utility witness 
was on the basis of kilowatt hour sales 
in Minot (Tr. 79), whereas the Com- 
mission witness took in consideration 
distribution loss and sales. General 


expense difference is due to the item 
of North Dakota personal property 
and real estate taxes which the utility 
witness apportioned separately (based 


Commission 
Exhibit 
Nos. 3 & 6 


$140,672.24 
102,530.83 
62,425.25 
13,855.63 
13,457.84 


Utility 
Exhibit J 


$140,672.24 
102,530.83 
62,425.25 
13,855.63 
13,457.84 


Difference— 
Utility 
Compared 

with 





$332,941.79 
4,518.94 
104.86 


$332,941.79 


4,766.81 
110.61 





$328,317.99 


$79,075.75 


$328,064.37 


$80,132.02 


10,697.92 
8,312.92 
11,716.36 
868.30 
82,750.80 


$201,422.05 





$202,978.53 


$125,085.84 $1,810.10 


on actual payments (Tr. 80), and not 
accruals as shown by records) from 
other taxes, and rightly so, while the 
Commission witness apportioned gen- 
eral expense as a whole which includ- 
ed taxes. Other small differences are 
due to use of fractional percentages in 
the apportionment. 


Operating Expense Adjustments 


In the foregoing stated operating 
expense accounts are included numer- 
ous items which the Commission does 
not consider as proper charges, and 
which will be hereinafter ‘cited. The 
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net income of the company for rate- 
making purposes will be greater than 
the $126,000 previously stated for the 
Minot electric department by the 
amount of the charges to operating 
expense accounts that are eliminated. 

For the twelve months’ period end- 
ing April 30, 1934, there was charged 
to the electric department for the divi- 
sion the sum of $8,087.84 as general 
supervision charges. This charge is 
what is known as the Byllesby Man- 
agement fee. Exhibit P (Witness 
Hagenah) is a photostatic copy of the 
agreement between the Byllesby En- 
gineering and Management Corpora- 
tion and Northern States Power Com- 
pany, beginning September 1, 1921, 
and ending August 31, 1942, which 
calls for a payment of 2} per cent of 
the gross annual revenue, and in ad- 
dition a per diem fee, in such reason- 
able amount as may be agreed upon, 


for the services of the management 


company’s engineers, accountants, 
publicity men, rate men, and other ex- 
perts of any kind, and their assistants, 
for such time as they shall be engaged 
upon work for the company away 
from the home office of the Manage- 
ment Corporation. 

[10, 11] As the Commission has 
held in other decisions, it is opposed 
to the percentage method of making 
charges to the operating divisions of 
the utility by the Management Corpo- 
ration, and can see no relation be- 
tween service rendered and gross rev- 
enue. The utility by witness and 
through exhibit (Exhibit T) showed 
that the Management Corporation, 
through the percentage method of 
charging, received a substantially larg- 
er income than all its cost, which re- 
sulted in a profit of at least a mini- 
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mum of 34 per cent of each dollar 
charged. When service is made 
available to the Minot division of the 
Northern States Power Company by 
the Management Corporation, that 
service should be known, and the cost 
of same to the utility known. The 
contract for management service has 
provision for a per diem charge when 
services are rendered. Study, prepa- 
ration, and research can be considered 
necessary preliminaries to the rendi- 
tion of a management service. Charg- 
es are included in the Minot expense 
accounts for services and expenses 
arising at Minneapolis and Chicago. 
Evidence indicates that on the basis 
of kilowatt hours sold the operating 
expenses of the Minot division of the 
Northern States Power Company is 
higher than that of the three largest 
electric non-Byllesby managed utilities 
operating in North Dakota. This 
fact, considering the closeness of 
fuel supply to the Minot utility’s 
one generating plant, with other 
North Dakota electric utilities’ several 
generating plants, some of which are 
removed from fuel supply, indicates 
that the management service does not 
reflect the operating results that 
should be expected of such a manage- 
ment service. 

The evidence in behalf of the man- 
agement service was as to the value 
of such service and that the Manage- 
ment Corporation rendered to the util- 
ity a highly technical and specialized 
service. In the conduct of an electric 
utility about the same conditions pre- 
vail one with the other and when 
North Dakota electric utilities, not so 
fortunately situated as the utility at 
bar, show operating results more fa- 
vorable, it is indicative that the man- 
15 P.U.R.(N.S.) 
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agement service has not produced the 
results for which it was created, and 
the management or supervision ex- 
pense as now charged is an excessive 
burden upon the consumer. For this 
reason the Commission disapproves 
any percentage charge for the man- 
agement service in the future and 
shall eliminate from the operating ex- 
pense for the period under discussion 
the amount of charge for this service, 
which was $8,087.84 (Ex. 6) for the 
division, of which $7,756.24 has been 
included in the expense applicable to 
the city of Minot. 

It might not be out of place to men- 
tion that the testimony with reference 
to the Byllesby Engineering and Man- 
agement Corporation contracts with 
the Northern States Power Company 
and the service rendered thereunder is 
almost identical with the statement of 
the Oregon Public Utilities Commis- 
sioner, Re California Oregon Power 
Co. and Re Mountain States Power 
Co. (1934) 8 P.U.R.(N.S.) 412. 
Authority cited in that decision and in 
our decision of the case of Grand 
Forks v. Red River Power Co. su- 
pra, and authorities therein cited 
are precedents for our conclusions 
therein. 

Included in the utility operating 
expense accounts are items that ap- 
pear to be duplications, excessive or 
nonoperating. These items shall be 
excluded from operating expenses. 

[12] Legal expenses for the Minot 
division are included under the three 
descriptive captions of “retainers,” 
“services,” and “expense.” Retainer 
costs are charged to the Minot divi- 
sion for four legal firms, one located 
in the city of Minot and three located 
15 P.U.R.(N.S.) 
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at the Twin Cities and Chicago. In 
addition to these “retainers” for these 
several legal firms, appear charges for 
legal “services” for the same legal 
firms as well as charges for legal serv- 
ices to others not receiving retainer. 
Legal retainers to firms located at the 
division is approved, and such retainer 
charges are considered a proper ex- 
pense item. Retainers to legal firms 
located without the state, as in the 
case of the three legal firms here men- 
tioned, cannot be considered as a rea- 
sonable charge. When legal services 


are rendered by these firms, a separate 
charge is made and appears in the ex- 
pense charges as “legal service’’ costs. 
Legal retainers disallowed total $838.- 
54 (Ex. 6) for the division, of which 
the sum of $804.16 is applicable to the 
city of Minot electric department. 


Numerous charges were included in 
the operating expenses of the utility, 
shown in Commission’s Exhibit 6, 
that we shall disallow as not being 
proper operating expense charges, 
which are as follows: 


Donations 

Rotary dues and expense 
Inquisitors Club dues 

Cosmopolitan Club dues 

Elk’s Club expense 

Public Service Magazine 

W. H. Alexander charge 
Retainer—D. E. Lane 

Minot Bowling Ass’n 

Picnic and Xmas Party 

Club dues 

Country Club dues and exp. ...... 
Lions Club dues 

Kiwanis Club dues and exp. ...... 
Free phones 

Christmas to employees 
Retainer—F. C. Shenehan 

Minot Diam. Ball Ass’n 

N. D. Bowling Ass’n 
Miscellaneous 


Total for Division 


See Grand Forks Case, supra. 
Of the division total above stated 
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the amount of $1,330.97 is applicable 
to the city of Minot. 

In view of the adjustments made in 
the operating expense accounts afore- 
mentioned, we find the revenue, ex- 
penses, and net revenue of the electric 
department for the city of Minot, 
year ending April 30, 1934, to be as 


follows: 


Operating revenue 
Operating expenses : 
Production 
Distribution 
Utilization 
Commercial 
New business 
General (Utility apportioned, 
less deduction cited above.) 


73,398.49 
$192,069.74 


Total expenses 
Net income 
depr. ) 


and 
$136,248.25 


(Return 


We have set forth representative 
revenue, expenses, and net income for 
the city of Minot, but inasmuch as a 
rate schedule applies for the future, 
we must consider, if any, the changes 
and conditions that will immediately 
prevail in the future, and to this end 
we shall estimate the following as rev- 
enue and expenses applicable to the 
electric department, city of Minot, for 
a twelve months’ period: 
Operating revenues 
Operating expenses : 

Production 

Distribution 

Utilization 

Commercial 

New business 


General and 
Management 


$377,235.00 
93,828.00 


.-- $237,323.00 
and 
$139,912.00 


Total operating expenses 
Net income (for return 


[13] In order to determine wheth- 
er or not the rates in effect at Minot, 
North Dakota, at the time of the fil- 
ing of the complaint were just and 
reasonable, we must find the value of 
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the properties used and useful by the 
utility in each of the departments, and 
in addition to the value as set forth 
hereinbefore we must add for each 
department a cash working capital. 
In fixing the amounts set forth here- 
inafter we have allowed for a cash 
working capital in each of the depart- 
ments, electric, and steam, such an 
amount as would equal six representa- 
tive weeks of operating expense, less 
taxes and estimated amount for serv- 
ices allowed in lieu of management 
fees. 

[14, 15] The Commission finds, as 
found in previous cases, that 6 per 
cent per annum return is a fair, just, 
and reasonable return to be allowed 
for net income on the fair value of 
the electric properties of the Northern 
States Power Company allocated to 
the city of Minot and on the allow- 
ance made for materials and supplies 
and cash working capital, and that 
4 per cent per annum is a fair, just, 
and reasonable annual allowance on 
the depreciable electric property of 
said Northern States Power Compa- 
ny for depreciation. 

The value for rate-making purpos- 
es for the electric department for the 
city of Minot, estimated income re- 
quirements and revenues follows: 


Fair value—Minot Elec- 

tric $815,395.00 
Material and supplies 20,429.00 
Cash working capital 20,505.00 


Total rate base 
Return at 6% 
Depreciation at 4% .. 37,218.00 
Estimated operating 

expenses 237,323.00 

Total required 325,921.00 
Estimated revenue $377,235.00 
Excess earnings . $51,314.00 


And we hereby find and determine 
15 P.U.R.(N.S.) 
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that the rates and charges made by 
the Northern States Power Company 
in the city of Minot, North Dakota, 
for electric energy at the time of the 
filing of the complaint herein, and at 
all times since said time, were, have 
been, and are unjust and unreasona- 
ble. That on the 7th day of April, 
1936, the Northern States Power 
Company of Minot, pursuant to an 
agreement with the Board of Railroad 


Operating Revenues 
Metered sales 
Flat rate sales 
Other steam earnings 


Total revenues 


Operating Expenses (Exclusive depreciation) 
Production 
Distribution 
Commercial 
New business 
General 


Total expenses 


Net income (for return and depreciation.) 


Commissioners, reduced its rates for 
electric energy in the city of Minot, 
which, in the opinion of the Commis- 
sion, are just and reasonable and will 
produce such revenues as will be re- 
quired to provide for operating ex- 
penses, depreciation requirements, and 
such returns as we herein find to be 
reasonable. That such rate schedule 
for electric energy in the city of Min- 
ot, North Dakota, is attached to 
these findings, and by this reference 
made a part hereof. The same, how- 
ever, became operative and effective 
with May 1, 1936, and thereafter bill- 
ings. The company at said time fur- 
ther agreed that the effective date of 
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such rates in Minot would be on all 
bills rendered on and after May 1, 
1934, and that refunds would be com. 
puted on all bills rendered on and 
after May 1, 1934. 


Steam Department 


Steam department revenues, expen- 
ses, and net earnings for the city of 
Minot for the year ending April 30, 
1934, are as follows: 


Difference 
Utility 
Compared 

with 
Commission 


Utility 
Exhibit J 


Commission 
Exhibit No. 6 


$45,489.13 
300.00 
4.00 
$45,793.13 








$20,808.28 
2,220.16 
1,366.99 


80 
12,718.36 
$37,114.59 
$ 8,678.54 








$ 8,609.69 


The difference shown above in the 
item of general expense is due to the 
charge for North Dakota personal 
property and real estate taxes, the util- 
ity witness apportioning this item sep- 
arately (based on actual payments and 
not accruals), from other taxes, 
while the Commission witness appor- 
tioned general expense as a whole, 
which included taxes. 

Operating expense adjustments: 
Numerous items are included in the 
foregoing operating expense for Min- 
ot steam department which the 
Commission does not consider as 
proper charges. The net income of 
the company will be greater than the 
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$8,679 tabled previously, by the 
amount of charges to operating expen- 
ses that are eliminated. 


General supervision charges for 
the steam department were $1,088.44, 
for the twelve months’ period ending 
April 30, 1934. This charge, known 
as the Byllesby Management fee, as 
discussed in preceding paragraphs of 
this finding covering the electric de- 
partment, has been eliminated as an 
operating expense charge. 

Legal retainers fees and expenses 
charged to the steam department in 
the amount of $131.01, which were 
analyzed and discussed in the electric 
department findings are disallowed. 

Other numerous charges which we 
are eliminating as improper charges to 
operating expenses are as follows: 


Donation-Cloverleaf Pub. 
Donation-Seed Show 

Donation-Peace Off. & Shefs. ........ 
Donations-Miscellaneous ............- 
Lion’s Club Dues 

Kiwanis Club Dues & Exp. .......... 
Free phones 

Christmas to employees 

Retainer—F. C. Sherman 

Minot Diamond Ball Ass’n 

N. D. Bowling Ass’n 

Miscellaneous 

Club dues 

Rotary dues and expenses 

Country Club dues and expenses ..... 
Inquisitors Club dues 

Cosmopolitan Club dues 

Elk’s Club expenses 

Public Service Magazine 

W. H. Alexander charge 

Retainer—D. E. Lane 

Minot Bowling Ass’n 

Picnic and Christmas party 


In consideration of the foregoing 
adjustments of operating expenses, 
we find the following to be the reve- 
nues, expenses, and net income for the 
city of Minot for the year ending 
April 30, 1934. 
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Operating Revenues $45,793.13 
Operating ....... oe 
Distribution 
Commercial 
New business ........ 
General (Utility Ex- 
hibit J—Iess deduc- 
tions cited) 


Total expenses 


$35,685.19 


Net income (for return and 
depreciation) 


$10,107.94 


The above is the representative rev- 
enue, expense, and net income for the 
city of Minot, and in consideration 
of future changes and conditions, we 
estimate the following revenues, ex- 
penses, and net income for the Steam 
Department of the city of Minot for 
a twelve months’ period: 


Operating Revenues 

Operating Expenses 
Production 
Distribution 
Commercial 
New business 21.00 
General and 10,244.00 
Management 


Total expenses 


Net income (for return and 
depreciation) 


[16, 17] The Commission finds, as 
found in previous cases, that 6 per 
cent per annum return is a fair, just, 
and reasonable return to be allowed 
for net income on the fair value of 
the steam properties of Northern 
States Power Company in the city of 
Minot and on the allowance made for 
materials and supplies and cash work- 
ing capital, and that 3} per cent per 
annum is a fair, just, and reasonable 
annual allowance on the depreciable 
steam property of said Northern 
States Power Company for deprecia- 
tion. 

The value for rate-making purpos- 
es from the steam department of the 
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city of Minot, estimated income re- 
quirements and return are as follows: 


Fair value — Minot 
steam 

Material and supplies .. 

Cash working capital .. 
Total rate base $103,984.00 

Return at 6% 

Depreciation 3.5% ... 

Estimated operating 


23 
4,289.00 
30,158.00 


Total required ... 40,686.00 


Estimated revenue 44,422.00 
Excess earnings 


We hereby find that the rates and 
charges made by the Northern States 
Power Company in the city of Minot, 
North Dakota, for steam heat at the 
time of the filing of the complaint 
herein, and at all times since said 
time, were, have been, and are unjust 
and unreasonable. That on the 7th 
day of April, 1936, the Northern 
States Power Company of Minot, 
pursuant to an agreement with the 
Board of Railroad Commissioners, re- 
duced its rates for steam heat in the 
city of Minot, which, in the opinion 
of the Commission, will produce such 
revenues as will be required to provide 
for operating expenses, depreciation 
requirements, and such return as we 
herein find to be reasonable. That 
such rate schedule for steam heat in 
the city of Minot, North Dakota, is 
attached to those findings. The same, 


however, became operative and effec- 
tive with May 1, 1936, and thereafter 
billings. The company at said time 
further agreed that the effective date 
of such rates in Minot would be on all 
bills rendered on and after May 1, 
1934, and that refunds would be com- 
puted on all bills rendered on and aft- 
er May 1, 1934. 

It appears that the agreement here- 
in mentioned and the minutes of the 
Board approving the same as to steam 
rates, due to clerical error, shows the 
rate to be based on “cubic feet,” 
whereas the rate should be expressed 
in “pounds of condensation” and the 
rate schedule attached will be the cor- 
rect rate schedule and will show the 
measurement to be in “pounds” rather 
than in “cubic feet,” and that the 
rates are per month. 

And it is hereby ordered that the 
value herein found as the fair value 
of the electric property of Northern 
States Power Company, allocated to 
the city of Minot, North Dakota, shall 
be deemed the fair value of the said 
electric property as of September 1, 
1934, and 

It is further ordered that the fair 
value for the steam property of the 
Northern States Power Company in 
the city of Minot, North Dakota, shall 
be deemed the fair value of said steam 
property as of September 1, 1934. 
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NEW YORK COURT OF APPEALS 


New York Edison Company et al. 


Mik> BR. Mabie eé ok 


(271 N. Y. 103, 2 N. E. (2d) 277.) 


Appeal and review, § 8 — Commission orders — Accounting requirements. 
1. Commission orders prescribing and directing the establishment of uni- 
form systems of keeping accounts by public service corporations, when di- 
rectly interfering with private property rights of the corporation, are sub- 
ject to review on certiorari, p. 146. 


Accounting, § 4 — Powers of Commission — Rewriting of accounts — Fixed 
capital. 

2. Commission orders which direct corporations to rewrite their operating 
property (fixed capital) accounts upon the basis of original cost, which is 
defined as the actual money cost (or the current money value of any con- 
sideration other than money) of property at the time when it was first de- 
voted to the public service, whether by the accounting company or by a 
predecessor public utility, are not valid under the laws and Constitutions of 
the state of New York and the United States of America, p. 146. 


Accounting, § 4 — Powers of Commission — Fixed capital — Suspense account. 
3. Commission orders which direct corporations to transfer the excess of 
book cost over what is determined to be original cost of properties from the 
operating property (fixed capital) account to a suspense account are not 
valid under the laws and Constitutions of the state of New York and of 
the United States of America, p. 146. 


Accounting, § 4 — Powers of Commission — Write-off — Charges to income or 
surplus. 
4. Commission orders which direct corporations to write off and eliminate 
from their books of account and records by charges against income or sur- 
plus such amounts as may be determined to be the excess of book cost over 
original cost of their properties are not valid under the laws and Constitu- 
tions of the state of New York and the United States of America, p. 146. 


Depreciation, § 3 — Powers of Commission — Straight-line method. 
5. Commission orders which require public utility corporations to adopt the 
straight-line method of accounting for depreciation are not valid under the 
laws and Constitutions of the state of New York and of the United States 
of America, p. 146. 


Accounting, § 4 — Powers of Commission — Capital stock expense — Charging 
off from surplus. 


6. Commission accounting orders which require capital stock expense to 
be charged off from surplus are not valid under the laws and Constitu- 
tions of the state of New York and of the United States of America, p. 146. 
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Accounting, § 4 — Powers of Commission — Regulatory expenses — Suspense 


account. 


7. Commission orders requiring public utility corporations to place expenses 
incurred in the regulation of utilities in a suspense account and not to 
charge such expenses to operating expenses until permitted by the Com- 
mission are not valid under the laws and Constitutions of the state of New 
York and of the United States of America, p. 146. 


[May 19, 1936.] 


|. oe from order of appellate division of supreme court an- 
nulling in part orders and determinations of Commission 
prescribing uniform systems of accounts; order affirmed and 
questions answered. For lower court decision see 244 App. Div. 


685, 9 P.U.R.(N.S.) 155, 281 N. ¥. Supp. 223. 


Proceeding in the matter of the ap- 
plication of the New York Edison 
Company and other, petitioners, for 
certiorari orders against Milo R. 


Maltbie and others, constituting the 
Public Service Commission of the 
state of New York, and another, com- 
manding them to certify and return 


to the office of the clerk of the county 
of Albany all and singular their pro- 
ceedings had regarding uniform sys- 
tems of accounts for gas, electric, 
steam, and water corporations in ef- 
fect in the state of New York. From 
an order of the appellate division, 
third department (244 App. Div. 
685, 9 P.U.R.(N.S.) 155, 281 N. Y. 
Supp. 223), which annulled in part, 
on certiorari, orders and determina- 
tions of the Public Service Commis- 
sion of the state of New York pre- 
scribing and directing the establish- 
ment of uniform systems of keeping 
accounts by certain public service cor- 
porations, and remitted the matters to 
the Commission, Milo R. Maltbie and 
others, constituting the Public Service 
Commission of the state of New 
York, and another, appeal. 

Affirmed, and questions certified in 
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Sd 


(1935) 245 App. Div. 897, 282 N. Y. 
Supp. 550, answered. 

The orders and determinations were 
made after public hearings had been 
held before the Commission, although 
no sworn testimony was introduced, 
and no findings of fact were made by 
the Commission. 

Subdivision 4 of § 66 of the Public 
Service Law (Consol. Laws Chap. 
48) provides in part that the Public 
Service Commission shall “have pow- 
er, in its discretion, to prescribe uni- 
form methods of keeping accounts, 
records, and books,” to be observed 
by certain utility corporations. The 
appellate division held that this “stat- 
ute does not authorize the Commis- 
sion to prescribe uniform methods of 
management of the business of pri- 
vately owned corporations,” and that 
“the uniformity that may be enforced 
is not as to what shall be done or how 
it shall be done, but as to book entries 
in respect to whatever is done.” 

It was also held that, “if the Com- 
mission has assumed prerogatives not 
granted it or has abused the power 
granted by the legislature and has 
made orders that are~ arbitrary or 
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which deprive the petitioners of con- 
stitutional rights, the court has the 
power of review.” 

It was further held that the Com- 
mission did not have power by its or- 
ders to require the corporations to 
show on their books the “original 
cost” of the property acquired from 
predecessor utilities in the manner set 
forth in the prescribed systems of 
keeping accounts and that such re- 
quirements would confiscate a portion 
of the property of the corporations; 
that the Commission had no power to 
adopt the straight-line method of de- 
preciation for accounting purposes, 
and that the prescribed systems of ac- 
counting in so far as they required the 
utilities to set up depreciation reserves 
on a straight-line method were ultra 
vires; that the orders of the Commis- 
sion were confiscatory in so far as 
they required “capital stock expense” 
to be charged off from surplus, and 
that such orders to the extent that they 
required expenses incurred in the reg- 
ulation of utilities to be placed in a 
suspense account and not charged to 
operating expenses until so permitted 
by the Commission constituted an un- 
warranted assumption of authority. 

The following questions were cer- 
tified : 

“1. Are the orders and determina- 
tions of the Public Service Commis- 
sion dated November 23, 1933 (3 
P.U.R.(N.S.) 320) as amended by 
orders dated January 30 and June 26, 
1934 (5 P.U.R.(N.S.) 402) involved 
in this proceeding, in the particulars 
annulled by this court, reviewable on 
certiorari ? 

“2. If question numbered ‘1’ be an- 
swered in the affirmative, are the pro- 
visions of the said orders of the Com- 
[10] 
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mission which direct corporations to 
rewrite their Operating Property 
(Fixed Capital) Accounts upon the 
basis of ‘original cost,’ which is de- 
fined as ‘the actual money cost (or the 
current money value of any considera- 
tion other than money) of property 
at the time when it was first devoted 
to the public service, whether by the 
accounting company or by a predeces- 
sor public utility,’ valid under the laws 
and Constitutions of the state of New 
York and the United States of Amer- 
ica? 

“3. If questions numbered ‘1’ and 
‘2’ be answered in the affirmative, are 
the provisions of the said orders of the 
Commission which direct corporations 
to transfer the excess of ‘book cost,’ 
as therein defined, over what is deter- 
mined to be ‘original cost,’ as therein 
defined, of their properties from the 
Operating Property (Fixed Capital) 
Accounts to a suspense account valid 
under the laws and Constitutions of 
the state of New York and of the 
United States of America? 

“4. If questions numbered ‘1,’ ‘2,’ 
and ‘3’ be answered in the affirmative, 
are the provisions of the said orders 
of the Commission which direct cor- 
porations to write off and eliminate 
from their books of account and rec- 
ords by charges against income or sur- 
plus such amounts as may be deter- 
mined to be the excess of ‘book cost,’ 
as therein defined, over ‘original cost,’ 
as therein defined, or their properties 
valid under the laws and Constitutions 
of the state of New York and the 
United States of America? 

“5. If question numbered ‘1’ be an- 
swered in the affirmative, are the pro- 
visions of the said orders of the Com- 
mission which require corporations to 
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adopt the ‘straight-line’ method of ac- 
counting for depreciation, as therein 
provided, valid under the laws and 
Constitutions of the state of New 
York and of the United States of 
America? 

“6, If question numbered ‘1’ be an- 
swered in the affirmative, are the pro- 
visions of the said orders of the Com- 
mission designated as Account 142, 
‘Capital Stock Expense,’ valid under 
the laws and Constitutions of the state 
of New York and of the United States 
of America? 

“7. If question numbered ‘1’ be an- 
swered in the affirmative, are the pro- 
visions of the said orders of the Com- 
mission designated as Account 146, 
‘Regulatory Commission Suspense,’ 
valid under the laws and Constitutions 
of the state of New York and of the 
United States of America?” 


APPEARANCES: Charles G. Blakes- 
lee and John J. Donohue, both of Al- 
bany, and John T. Ryan, of Cortland, 
for appellants; Alvin C. Reis, of Mad- 
ison, Wis., and Clyde S. Bailey and 
John E. Benton, both of Washington, 
D. C., amicus curie for National As- 
sociation of Railroad and Utilities 
Commissioners ; Joseph M. Proskauer 
and J. Alvin Van Bergh, both of New 
York city, for respondents New York 
Edison Co. and others; Jackson A. 
Dykman, Sigourney B. Olney, and 
George A. Wood, all of Brooklyn, for 
respondent Brooklyn Union Gas Co.; 
William M. Wherry, James C. For- 
syth, and Russell H. Neilson, all 
of New York city, for respondents 
New York Water Service Corpora- 
tion and others; Jacob H. Goetz, Wil- 
liam L. Ransom, Henry S. Reeder, 
Richard Joyce Smith, Edward J. 
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Crummey, Henry R. Frost, and 
Elmer B. Sanford, all of New York 
city, for respondents Consolidated Gas 
Co. of New York and others; Neile 
F. Towner, of Albany, for respond- 
ent Consolidated Water Co. of Utica; 
Edmund B. Naylon and Jesse J. Hol- 
land, both of New York city, for re. 
spondents New York State Electric & 
Gas Corporation; Elton H. Beals, of 
Buffalo, for respondent Rockland 
Light & Power Co.; Edward S. Pin- 
ney and Herbert J. Jacobi, both of 
New York city, for respondents Bing- 
hamton Gas Works and _ others; 
Oliver H. Payne, of New York city, 
for respondent Spring Valley Water 
Works & Supply Co.; Earl L. Dey, 
of Rochester, for respondent Roch- 
ester Gas & Electric Corporation. 


Per Curtam: [1] We agree with 


the appellate division in its construc- 


tion of the orders of the Public Serv- 
ice Commission. On that construc- 
tion, the orders were more than gen- 
eral administrative or legislative rules. 
They directly interfered with private 
property rights of these respondents. 
Such an order may be made only after 
a hearing and, since it involves a ju- 
dicial act, is subject to review on cer- 
tiorari. 

Nothing here decided limits the 
power of the Commission to prescribe 
uniform methods of keeping accounts, 
records, and books. Public Service 
Law [Consol. Laws, Chap. 48], § 66, 
subd. 4. Under that power, all the 
information here sought could have 
been elicited from the respondents by 
directions of the Commission that 
would have been open to none of the 
objections to its present orders. 

[2-7] The order of the appellate 
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division should be affirmed without 
costs. The first question certified is 
answered in the affirmative and the 
others in the negative. 


Crane, C. J., and Lehman, O’Brien, 


Hubbs, Loughran, and Finch, JJ., 


concur. 
Crouch, J., taking no part. 


Order affirmed, etc. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


R. E. Conover 


v. 


Pennsylvania Telephone Corporation 


(Complaint Docket No. 11128.) 


Payment, § 60 — Deposit — Credit standing. 
A telephone company having a rule providing for the requirement of a 
deposit to secure payment when an applicant’s credit is not established can- 
not reasonably require a deposit before furnishing residence telephone 
service to a former subscriber who has paid in full for all residence tele- 
phone service received although he had been forced into bankruptcy and 
had left unpaid bills for telephone service at his place of business. 


[August 4, 1936.] 


C 


OMPLAINT against refusal to furnish telephone service with- 
out the making of a customer deposit; complaint sustained 


and service ordered. 


By the Commission: In the in- 
stant complaint, dated February 20, 
1936, it is alleged that complainant 
applied to respondent in September, 
1934, for telephone service at his 
home in Erie, and that he was in- 
formed by respondent that before 
such service would be furnished it 
would be necessary for him to post 
a deposit of $50 because of an unpaid 
telephone bill in connection with 
service previously rendered at ‘his 
place of business. The complainant 
further alleges that in 1935 his wife 
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¥ 


applied for telephone service at their 
home, and was refused on the same 
grounds. Complainant alleges that 
respondent has acted unreasonably in 
the matter, especially when it is con- 
sidered that he paid in full for tele- 
phone service received at his resi- 
dence from 1925 to 1932, when that 
service was discontinued by his re- 
moval from the state. 

In answer, respondent avers that 
service to complainant as a subscriber 
for telephone service in his place of 
business was discontinued on June 
15 P.U.R.(N.S.) 
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30, 1928, at which time a balance of 
$236.66 for unpaid bills was due 
respondent, and that complainant 
went into bankruptcy during the year 
1928. 
unreasonable to demand a substantial 
deposit to guarantee complainant’s 
account until such time as his credit 
has been established, particularly in 
view of the unpaid bills for past serv- 
ice. 

Hearing has been held, briefs have 
been filed, oral argument being 
waived. 

Testimony was presented at the 
hearing, showing that complainant, 
prior to June, 1928, had-a residence 
telephone in his home, and a business 
telephone at his place of business. 
Complainant and J. R. Witherspoon 
were engaged in a plumbing business 
under the name of Conover Com- 
On June 9, 


pany, a partnership. 
1928, complainant was forced into 
bankruptcy, leaving unpaid bills for 
telephone service at his place of busi- 
ness to the extent of $236.66, divided 


as follows: Local service, $8.50— 
tolls, $32.16—advertising, $196. The 
advertising covered a period of seven 
months, from June 1, 1928, to Jan- 
uary 1, 1929. The contract between 
complainant and respondent for the 
advertising was executed May 11, 
1928, less than a month before com- 


Respondent denies that it is. 


plainant went into bankruptcy. No 
payments have been made on this bill 
of $236.66. The residence telephone 
of the complainant, however, was re 
tained until he left Erie in 1932, and 
the bills for that telephone service 
paid in full. 

Section 2 of the General Tariff of 
Pennsylvania Telephone Corporation, 
P. S. C. Pa. No. 28, provides, inter 
alia, as follows: 
af where an applicant’s credit 
is not established or indications are 
that the applicant will make extensive 
use of local or toll service, or where 
the credit of a subscriber who uses 
local or toll service extensively has 
become doubtful, a deposit may be 
required as security for the payment 
of future bills for telephone service 

The record shows that complainant 
paid in full for all residence tele- 
phone service previously received, 
and, it is reasonable to infer, has es- 
tablished his credit for future resi- 
dence service. 

Upon review of the matters and 
circumstances involved in this pro- 
ceeding, the Commission finds and 
determines that it is unreasonable for 
respondent to require a deposit before 
furnishing residence telephone serv- 
ice to complainant. 





15 P.U.R.(N.S.) 
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DUSTRY DEPE NDS UPON POWER- 
HOWER DEPENDS UPON PIPE 










HEPUBLIC 


and you can depend upon 
\ [' [: / 
@ The next time you need steel pipe, give it the same” 
attention that you do other equipment. Pipe costs money 


—so does labor—and your careful consideration when you 
select the pipe will save on both. 


“Republic Steel Pipe” on your order will bring you pipe 
ideally suited for power plant service. Made of uniform, 
high quality steel by electric resistance welding, it is 
exceptionally strong, suitable for steam at high or low 
pressures and saturated or superheated. It may be used for 
most kinds of process lines. It is cleanly threaded, or may 
be had with plain ends. It is easy to work and weld. A 
complete range of sizes up to 16-inch O. D. and in lengths 
up to 50 feet without mid-weld adapt it to economical 
use in any plant. 

Don’t write “steel pipe” on your requisition — write 
“Republic Steel Pipe”—three words that have meant the 
beginning of real pipe economy in scores of power plants. 


blic Stee! 


OBA ON 


GENERAI OFFICES CLEVELAND, OH 





Hepu 


HW cn writing Republic Steel Corporation (or Truscon Steel Company) for further information, please address Department PF. 
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Ve are cordially invited to attend an action 
demonstration of International Electric Bookkeep- 
ing and Accounting Machines and methods as 
they apply to the management of the modern 
utility. International Business Machines display, 
sections 600 and 601, A.G.A. Convention, 
Atlantic City, N. J. 


October 26th to 30th 


Make IBM headquarters your business 
headquarters during the convention. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: * BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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The CHAPMAN List 960 


This low-priced steel gate valve can be 
standardized on all services, corrosive 
or non-corrosive, on lines up to 2” — 
can be forgotten for at least five years. 
Pressures to 800 Ibs. at 750°F.; cold 


working pressures of 2500 Ibs. up to 

the 1” size; larger sizes to 1500 Ibs. 
Made in two types, outside and in- 
side screw rising stem. Carbon steel 
forged body. Stem, plug 
and seat rings are stainless, 
readily replaced. Threads 
are quick-opening. Re- 
packing does not require 
shutdown. List 960 1s in 
stock, in eight sizes, at the 
factory and Chapman 
warehouses. Write the 
nearest office —Atlanta, 
Boston, Chicago, Cleve- 
land, Denver, Detroit, 
Houston, Los Angeles, 
New York, Philadelphia, 
Pittsburgh, St. Louis, 
Salt Lake City, San Fran- 

cisco, Syracuse, Tulsa. 


HAPMAN VALVE 


MANUFACTURING COMPANY 


INDIAN ORCHARD, MASSACHUSETTS 
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FLASHLIGHTS /r INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 














No. 3351 
Three-Cell Type 


- aoe oe Oe Oe le 


No. 3251 
Two-Cell Type 


“Eveready” Industrial 
Flashlights No. 3251 and No. 8. | 
3351 have been specially de- 9. , 
signed to meet the needs of 
industry for flashlights which 


NATIONAL CARBON COMPANY, INC. will give long and satisfac- 


General Offices: New York, N. Y. 
Branches: Chicago, San Francisco 


Unit of Unun Carbide [jj 2nd Carbon Corporation severe operating condition: 


tory service under unusual! y) | 





=a 
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Before You Buy Distribution 
Transformers Ask these Questions... 


1. Does thé transformer have the features which provide the MAXI- 
MUM in service, economy and safety? 
9. Are the coils CIRCULAR, so that they can withstand short circuits 
without distortion? 
3. Are the coils of the OPEN type, similar to power transformers—in- 
stead of the ordinary closed type? 
4. Are the coils treated in varnish which will not soften nor contaminate 
oil? 
5. Do the coils have a low temperature gradient between-copper and 
oil—a feature which permits greater overloads with perfect safety? 
. ls the temperature for coil treatment limited to 105° C, thus assuring a permanently safe and 
pliable insulation? 
7. Are the high-tension and low-tension bushings bolted from the exterior of the case, elimi- 
nating the necessity for handling tools on inside? 
8. Is the transformer insulation properly co-ordinated with the flash-over of the bushings, thus 
oroviding necessary surge-resisting qualities? 
9. ‘s the transformer so designed that radio interference is reduced to a minimum? 


Pennsylvania answers ‘“YES”’ 


Pennsylvania Transformers, incorporating these fundamental 
improvements, provide the maximum in service, 
economy and safety! 





oO 





qRANSFOEMESS;( Pennsylvania Transformer Company 
1701 Island Avenue, N. S. Pittsburgh, Pa. 
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OR DEVELOPMENTS IN ACID RESISTA | 


y 


Consult 


YOUR l *e. 


ARCo 
Library 





ViVollaticialelareas 
Paints 


Aterr Engineering 
nd Purchasing Depart- 
ents are invited to 
:nd for this essential 
brary of Maintenance 
ata...including (1) Up- 
»-The-Minute Releases 
om the ARCO Research 
tboratories; (2) Cum- 
ative development, 
ready reference form, 
57 years’ experience 
formulating mainten- 
ice paints for Public 
ilities. Address: De- 
irtment F, THE ARCO 
IMPANY... CLEVELAND 
LOS ANGELES. 


MAINTENANCE 
PAINTS > 
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The 
MAJOR COST 


of Industrial Power—~ 


The keynote of Power Trans- 
mission Council’s advertising 
campaigns to Industry is this: 
The real power bill ts the cost 
of power delivered to the ma- 
chines and has little to do with 
rates. 


Between the meter and the 
machine lies the major oppor- 
tunity to salvage wasted power 
dollars. Today a high percent- 
age of the electrical power pur- 
chased by Industry from the 
public utilities is carelessly 
thrown away inside the cus- 
tomer’s plant. 


We have worked in many 
territories with the public util- 


ities to develop the best ways 
to get power to the work eco- 
nomically and efficiently. Be- 
cause of that codperative work, 
the Power Transmission Indus- 
try has benefited through sales 
of equipment, and the Elec- 
trical Industry has _ benefited 
through an increased net reve- 
nue on power sales and an in- 
creased customer good will. 


Since it is the joint responsi- 
bility of both you and ourselves 
to fit the Right Drive to Every 
Machine, we invite your whole- 
hearted codperation in extend- 
ing the scope of our program. 
May we give you the full de- 
tails of our present work? 


*POWER TRANSMISSION COUNCIL 
75 State Street, Boston, Mass. 


“A research association of producers and 

distributors of power, power units and 

mechanical equipment for the transmis- 
sion of power. 


A POWER DOLLAR SAVED IS A PROFIT DOLLAR EARNED 


a 
— 
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Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
““Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 


New York 
Pittsburgh 
Chicago 


Wanted --- 


Sales representative to con‘act 
Public Utility and Industrial Co-n- 
panies with complete line of proven, 
high quality, nationally known flash- 
lights, flashlight batteries, general puir- 
pose and ignition batteries aid 
sensational new development in fuse 
plugs. Must have good following ard 
wide experience. Excellent opportu- 
nity for right man. Commission basis. 
State experience. Write Box 8292. 

San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 


Public Utilities Fortnightly 
1038 Munsey Bldg. 
Washington, D. C. 
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VULCAN SOOT BLOWER CORPORATION 
“Du Bois C Pennsylvania 
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SEE WHAT OTHER ADVERTISERS HAVE DONE 





inca portfolio is FREE! 


HAs? YOU often wished you had, right 
at your finger tips, actual samples of good- 
looking covers used by other companies for book- 
lets, catalogs, brochures? Well, now you can have 
them, all in one portfolio to fit in your desk— 
along with samples and pertinent facts about 
Hammermill Cover. 

All this is in the Portfolio pictured above, 
which we offer without charge. 





Hammermill Cover is the “work and turn cover 
paper’. .. alike in color and printing character- 
istics on both sides. You’ll appreciate its sturdy 
strength and folding qualities. There are 12 colors, 
9 finishes and 3 weights, making up 324 items 
quickly available through Hammermill paper 
merchants in 101 cities 

Send for this portfolio right now. You’re sure 
to find it useful. 


Hammermill Paper Company, Erie, Pa. 
Gentlemen: Please send me without charge or obligation 
your Portfolio of Commercial Reprints on Hammermill Cover. 


Name 


Position. SE RNa eee Set eS. ERENT 
(Please attach to business letterhead) 
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OSIER 
TRANSMISSION 
LINES 


Have been built for utilities in more than twenty 
states and Canadian provinces. 
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Fetes esis boner and Seigetion Dhintis ane cader soeiplotion 
Lowered costs through improvement of work fac- 
tor in the utility's construction organization result 
from supplementing their forces with Hoosier on 
peak work. 
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CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 
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MPOSITE VIEW OF THE MOST MODERN AND BEST EQUIPPED METER REGULATOR. AND VALVE FACTORIES IN THE WORLD 


PROUD TO SERVE 
A GREAT INDUSTRY 






through a network of 
trained sales engineers, and 
warehouses ca complete stocks that will make it possible 
to render more efficient service and assure prompt delivery. 









EQUITABLE METER CO.® 











Ti is page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 





a & 
Atta 


‘BOILER - 


aoe 


A SAFETY *} 


‘ BOILER \*. SAFETY ‘’ 


FOR 


2000 
POUNDS 
PRESSURE 
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Teo numbers of Re- 
liance Gage Cocks are on duty 
on power and heating boilers every- 
where. Yet it isn’t their number 
that is important—it’s the uniformly 
leakless trouble-proof service they are 
giving. They have earned a reputa- 
tion as the kind of gage cocks that 
solve this particular problem for the 
power plant engineer, regardless of 
the pressure at which he operates 
his boilers. 


This Reliance High Pressure gage 
cock is made of heavy forged steel 
with valve seat and cone disc of 
chrome steel, hardened, ground and 
lapped in special machines—a unique 
Reliance process that gives amazing 
resistance to the effects of steam and 
water. Seats and discs renewable 
without removing shank from col- 
umn. Many other service features. 


For the prevention and cure of gage 
cock troubles, specify Reliance. 


& 
The Reliance Gauge Column Co. 


§930 Carnegie Avenue 
Cleveland, Ohio 
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SAFETY WATER COLUMNS 


BOILER 


November 30 to December 5, 1936. 





liance 
See our Exhibit at the Twelfth National 


Exposition of Power & Mechanical Engi- 
neering, Grand Central Palace, New Vork, 








CAN BE MISUNDERSTOOD | 


When grandpa proudly sported side 
whiskers . . . and home decoration 
reached its zenith of horror, in plush 
and “knick-knack” .. . the humble 
tomato perched on the family man- 
telpiece, side by side with the china 
shepherdess, the stuffed owl, and 
the wax flowers under their glass 
bell. For the tomato was believed 
to be poisonous and suitable only 
for ornament. 


Then one day, a brave soul staked 
his all, and actually ate a tomato! 
(A monument; has been erected in 
his honor.) 


Thus the world was introduced to 
one of its staple vegetables. 








Popular misconceptions, such as this, do 
prevail even now. For example, the func- 
tion of many safety devices for domesti 
hot water’ heaters is to relieve pressure only; 
» « « overlooking the fact that temyeraturé 
limitation is necessary for true emergency relief 


Yet, this principle of temperature limitation 
has been established, absolutely. Through 
exhaustive study and test in the field, 
KITSON has proven the necessity for ther- 
mal control—and on this basis has designed 
all Automatic Devices made by this com- 
pany (under Lovekin patents). KITSON 
devices give positive emergency relief! 


May we send you interesting literature basec 
on our investigation of this subject? There 
is no obligation. 


KITSON COMPANY 


2409-15 WESTMORELAND STREET 
PHILADELPHIA, PA. 


Manufacturers of: Kitson Safety Devices (Lovekin F ents) 
for Domestic Water Heaters . . Quality Brass Go 4s for 
Gas, Water and All Plumbing Uses. 
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THE WAY ! 
ohed-iyp figures slow down a whole business 


Figures pour over the desks of every business, every hour of every day. To keep 
wig them moving speedily, smoothly, and at low cost, has been Monroe’s function for 
twenty-four years. Today, Monroe offers 197 different models: calculators, adding- 
listing machines, bookkeeping machines, check writers and signers. Each Monroe 
Bis compact enough to use right on the desk where figures originate. Each one has 
famous “Velvet Touch” keyboard to take the 
ain from figuring. Whether you use one Monroe or 
ousand, your investment is protected by a nation- 
ie figure service, operating through 150 Monroe- 
ed branches from coast to coast. Try a “Velvet 
2” Monroe on your own figures. The nearest 
toe branch will arrange it without obligation. 
e to us for a free copy of the booklet, “If Only I 
id Work On Your Desk For An Hour.” Monroe Model LAS. Poruble, weighs only * 


j ds. Cc lepli 
ulating MachineCompany, Inc., Orange, New Jersey. FO ee 


(:e Monroe Exhibit — A ti Section, American Gas Association, Atlantic City, October 26 -— 30 
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@ Link-Belt equipment for the power plant includes conveyors of the belt, 
apron, flight, screw and other types; bucket carriers; skip hoists; crushers; 
feeders; weigh larries; car dumpers; water intake screens; locomotive and 
crawler type cranes; underfeed screw type stokers; portable belt conveyors; 
bucket elevators and a complete line of accessories —equipment that has 
built into it tried and proved features, demonstrated as sound and practical 


in hundreds of power plants. 
Send for catalog. Address Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Atlanta, San Francisco, Toronto, or any of our offices located in principal cities. 


LINK-BELT 


COAL AND ASHES HANDLING EQUIPMEN 
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SEND FOR 
THIS FREE 


BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 

More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 

In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 





ONE 
OF 
71 


CUSTOM MADE 
PRODUCTS 


DURATITE 


A smooth plastic 
compound for caulk- 
ing and glazing. Can- 
not dry out. Will not 
become brittle. Shot 
from a special gun 
into cracks and crev- 
ices. Can be painted 
over. Available in 
colors. 





The Tropical Paint & Oil Company 


1:00-1300 W. 7Oth Street 


Cleveland, 
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The Field Performance 
Of This Burnham Gas Boiler 


Equals Its Shop Test 


UST naturally no boiler manu- 

facturer deliberately handicaps a 
shop test. Everything is done under 
the most favorable conditions. If then 
a boiler can in actual field operation, 
equal the shop test, it makes you 
stop and think. 


As a matter of fact the Burnham 
was approved under the new A.G.A. 


requirements. 


There are very definite reasons for 
this boiler’s fine performance. Send 
for Catalog. Get the facts. See for 


yourself. 


Zanesville, Ohio 


Representatives in All Principal Cities of the United States and Canada 
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N... 11 of a series of messages to Public Utility executives pointing out oppor- 
ti sities for load-building by promoting the use of electric arc welding 


Line-up with the 
STEAMFITTER 


He’s piping-in the K.W.H.* 


Free 


Instruction 
por Power 
Galesmen 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Cleveland, Ohio. 


Piping fabricated and installed by electric arc weld- 
ing cuts costs all along the line. Less pipe is re- 
quired. Many fittings are eliminated. Space is 
saved. Supporting members are readily applied. 
Painting and insulation are simplified. Maintenance 
costs are practically nil. 


Is it any wonder that piping contractors are active- 
ly interested in arc welding? 


Let’s convert their interest into meter-spinning 
action! 


Little effort on your part will swing scores of pros- 
pects like these over to electric arc welding. Now 
is the time to promote this profitable phase of load 
building! We are at your service. THE LIN- 
COLN ELECTRIC COMPANY, Dept. YY-316, 
Cleveland, Ohio. Largest Manufacturers of Arc 
Welding Equipment in the World. 


* Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 Ibs. of electrodes per year. 


LOICOILDY 





vhis page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly October 22, 199M Octo 











At cast ! 


No weak spots f 
corrosion to att, 
The Bethanized W 
can be wrap 
around its own 
eter without bre; 
or flaking its o 
sion-defying zi 
coating. 


CHAIN LINK FENCE THAT CAN 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°° HETHANIIEZ WIRE 
ANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARY 
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uet’s look at the records... 


The past is a clear picture—the present an open book HAT happened last week—last 

—the future a lighted path—with Taylor Power Re- seams an eae ae Rel 

corders. Use them to check waste and high power costs ing on the matter, you can find out 
quickly from the accurate records 
written by Taylor Power Plant 
Recorders. 

Through their charts these Re- 
corders show past errors and guard 
today’s revenue and profits against 
waste and high power costs. They 
are specially designed for use in 
helping you produce and supply 
power most economically and effi- 
ciently. They protect against tem- 
perature and pressure “leaks” that 
may be unsuspected or hidden now. 

Taylor Recording Thermometers 
have modern refinements that as- 
sure greater accuracy and durabil- 
ity. With an improved mechanism 
they have maximum sensitivity and 
accuracy without sacrificing in any 
degree the life you should expect 
under severe conditions of service. 
They are constructed so as to serve 
efficiently and economically. Their 
accuracy saves money; their dura- 
bility pays dividends. 

Let a Taylor representative dis- 
cuss any temperature problems 
with you, then put a Taylor Re- 
corder to any test you wish. You 
will find that it measures up fully to 
your needs. That is what our tests 
show and what many plants have 
proved. For complete details on 
Taylor Recorders, write for a spe- 
cial Power Plant Catalog. Address, 
Taylor Instrument Companies, 
Rochester, N. Y., or Toronto, Can- 
ada. Manufacturers in Great Brit- 
ain—Short & Mason, Ltd., London. 


a Taylor R di For applica- _Taylor 
vcithin minus 100° pee 100° F. Fine-appearing, indicating * Controtiing 
black finish. Face- or flush-mounted cases, Dust- 


ise. Temperature recorder in three types—Mercury-, 
—<— Vapor-Actuated. Mercury type uses Taylor Ac- TEMPERATURE, PRESSURE and 


ubing designed to for 
> es through which tubing and to s reading ; 
ovvect ball lodabiaal basses Pree FLOW INSTRUMENTS 
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Important Announcement .. 
PERMAFLECTOR 


TRADE-IN OFFER 


NEW REFLECTOR BUSINESS—BIGGER LOADS 


Every light and power company in the country will be interested 
in this Permaflector Trade-In Offer. Read it over carefully and 
visualize the tremendous field it opens for the sale of show win- 





dow lighting equipment, representing an enormous increase in 





electric power load. 

i belo 

po° in 

Briefly, the proposition is this: Pittsburgh Reflector Company will accept used show windo “ages 
reflectors, regardless of make, size, age, or condition, at a trade-in allowance of $1.00 each from, strid 






greater number of Permafiectors Nos. 54, 55, 57, 88-A, 99, 990, 100, 110, 500 or 555. eather 


Show window lighting trough will be accepted on basis of one lineal foot as the equivalent o 
one show window reflector. 


This trade-in proposition is conditioned on the prompt destruction of the reflectors traded in 
and is good in the United States only.. Send for details of the offer. 


FOR A LIMITED TIME ONLY | 


The above offer is for a limited period only; and is subject to withdrawal at any time. | 
therefore is important that every lighting salesman make a concerted drive in his territory and 
sell new show window lighting. Merchants are in a buying mood and this new trade-in offer 
coming at a time when business is definitely on the upgrade, gives you just the extra “push 
you need to help close many a window lighting contract that may have hung dormant thé 
past few years. 





We also have a new booklet “Seven Miles On A Gallon of Gas” which is a very convincing 
explanation of the losses to the merchant from the use of poor reflectors. It will givg 
you just the ammunition needed to convincingly sell Permaflectors to the merchants who havé 
been struggling along with old ineffective window lighting equipment. Send for a copy today, 


PITTSBURGH REFLECTOR COMPANY «& 





( inst eh") " 
OLIVER BUILDING ON PITTSBURGH, PA. t, 


| 
| 


P 


ermatiector 
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Barco Hammers are compact—no heavy ex- 
pensive auxiliary equipment to block traffic. 
















f The Barco Gasoline 
Hammer is complete 
in itself. 


alent o 


| em S . 
* 


ded inl 





@ Barco Portable Gasoline Ham- 


mers are “‘right’’ for public utility 


Ta 


maintenance work. No demolition 





job is too tough... . breaking. 
digging .... driving test rods . . 
cutting asphalt... . drilling rock 

. . tamping back-fill. 

Compact and self-powered, the 
Barco can be used wherever the 
operator has ‘‘elbow room’’ and 
will save you money in dozens of 
VY /Jortable, Power} ul ways—write for complete details— 


GASOLINE ask for catalog. 


BARCO MANUFACTURING CO. 
+AMMER 1803 W. Winnemac Ave. 
Chicago, Illionois 
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Typical of all medium and large-size 
ELLIOTT surmce CONDENSEI 


Shop view of Elliott 
34,000-sq. ft. surface 
condenser furnished 
the Boston Elevated 


Railway Company. 


AS WITH ALL ELLIOTT UNITS, this large 
surface condenser is designed to fit into definite 
space limitations and still retain the high efficiency 
characteristic of all Elliott condensers. Such flex- 
ible design permits Elliott engineers to furnish 
the “one best” condenser for your requirements. 


Ask our nearest district office for details of 


this interesting condenser design. 





TO) Bikdantead 


Heat Transfer Department: JEANNETTE, PA, 





District Offices in Principal Cities 
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Sangamo Meters 
in os ahs and —— 
Mountings 


2 ce Ms 


eae ee 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





HORIZONTAL 
Center-Break Switches 
7.5 to 161 K. V. 
(Ask For Bulletin 36-F) 


Only two insulator units per 





single-pole element, one con- 
tact, short blades and simple 


mechanism above insulators. 


OPERATION 


Ease of operation is due to 
inherent blade action. Blades 
TYPE “FPM"-22 115/132-S. K. V. 600 AMPERE open on same side of switch 
Delta Star (QQ) Electric Ga trons » “wining show 
when opening against ice ac- 
2400 BLOCK, FULTON STREET, CHICAGO, ILL. cumulation. 
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MODERN 


EQUIPMENT 
for 


MODERNIZATION 
PROGRAMS 


Never before has The Babcock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that 
are now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 

Since 1929,the Company has developed, or announced as available: 
new types of boilers, a new water-cooled furnace construction, a pul- 
verizer of 50-tons capacity, new types of fuel-burning equipment, and 
many improvements made in its other products. 

The Babcock & Wilcox Company is fully prepared to help producers 
of power to carry out modernization programs involving changes, such 
as the installation of modern slag-tap furnaces with water-cooled floors, 
high-pressure boilers super-imposed on existing low-pressure systems, 
or high-pressure high-temperature units. 

Babcock & Wilcox Engineers will be glad to discuss with executives 
and engineers the economic application of these new and improved 


products. 


The Babcock & Wilcox Company ... 85 Liberty Street . - . 


.. BABCOCK & WILCOX 
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LEAD COVERED CABLE 


Vv ARNISHED CAMBRIC 
CABLE 
‘EATHERPROOF WIRE 


tility Companies’ Specifi- 


75 











@ CRESCENT'S service to public utilities 
is measured by the quality and variety of 
products manufactured, and by the ease 
with which warehouse stocks may be se- 


cured. The results of nearly half a century 








of manufacturing experience 
CONTROL CABLE 


DROP CABLE are at your service when you 


MAGNET WIRE 
PARKWAY CABLE 


SERVICE ENTRANCE USE CRESCENT WIRE 


SIGNAL CABLE 


types of Building Wire 
! all kinds of Special 
bles FY meet A.S.T.M. 
2.A, LP.C.E.A, and all 
lroad, Government and 


Ions. 
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VARI-IYPER 
COMPOSING MACHINE 











Type instantly interchangeable. @ Spacing variable vertica: and 
horizontally. @ Carbon paper or cloth ribbons. © Prints 


Bold Faced Headings. 


No other machine like it at any price. Saves its cost quickly. | 
Essential wherever stencil duplicators or offset photography 
is employed. Beautiful work. « « « « 


— Write for Demonstration 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE an NEW YORK, N. Y. 











Dependable service—long hours 
of it—on and off-—off and on! Utilities 
put Alashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 
Pictured here, the fam us guaf- 
take it. That’s why each year more and more sete hoclecaat Rotomell 
Switch - exclusive | Ray Ou 


utilities specify “Ray-O-Vac”’. Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY COM APANY 
MAIN OFFICES and PLANT — MADISON, WISCONSIN 


Additional Factories at. Clinton, Massachusetts, Lancaster, Ohio 
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Take a lesson from the 


“AUTO GRAVEYARD” 


There’s no graveyard yawn- 
ing for thts old Trident 
even tho’ it dates 
back te 1899. For the in- 
srted parts are modern, 
easily adapted to perfect 
peration in the old casing, 
mbodying all Trident pio- 
neering improvements made 
date. 


How often you pass it that final resting place of faith- 
ful cars, that sometimes scene of a fruitless search for spare 
parts for old models what a lesson it can teach the 
man buying Water Meters! 
There’s a Water Meter graveyard, too, where obsolete, worn- 
out, scrapped meters go but you'll find no Tridents or 
Lamberts there! And you'll never have to search for “old” 
parts to keep old models of these meters in service. Because 
interchangeable, improved modern parts are always 
readily available, and can be fitted into the oldest Tridents or 
Lamberts, and erase deterioration and obsolescence—and keep 
them (and the value of your investment) well clear of the 
graveyard. Neptune Meter Company (Thomson Meter Corp.), 
50 West 50th St. (Rockefeller Center), New York City 
also . . . Neptune Meters, Ltd., Toronto, Canada. 


and LAMBERT Water Meters 
OVER 6 Million MADE AND SOLD 
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STEEL BUILDINGS 


Thousands of miles of transmission towers... structural 
work necessitating highly specialized fabrication... 
enormous areas of Electroforged open flooring. ..stand- 
ard steel buildings for all uses... gas cleaners for natural 
gas lines. . . steel forms for concrete tunnels, walls, etc., 
... steam purifiers, desuperheaters...clamshell buckets 
... and other products of Blaw-Knox manufacture are 
at work for the Public Utilities of America. 

The fact that Blaw-Knox Products are in accord with 


TRANSMISSION TOWERS 


) 








ee. s he 
a N 
© 








ok Se 


CLAMSHELL BUCKETS 


the rigid standards of Public Utility pur- 
chasing is proof not only of the merit of the 
products themselves but of the house behind 
the products. 


BLAW-KNOX COMPANY 


2057 FARMERS BANK BUILDING, PITTSBURGH, PA. 
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Wien Others Fail... Specify 





Tle Kisco Cabinet Gas-Fired Boiler 


He: is the outstanding development of years in boiler construction. It is 
the result of intensive study and development. This Kisco Boiler is designed 
especially for hard water conditions, for long, dependable, economical, and effi- 


cient service. 


Uniike the standard design and construction of gas boilers, the Kisco Cabinet Gas- 
Fired Boiler is of horizontal construction. The large fire tubes being completely 
submerged, preventing corrosion and pitting at the water 
level. The large, effective heating surface and “Three-Way” | exctusive Kisco FEATURES 


Heat Travel account for its economical performance. ' “3 Way” Heat Travel 
Insulated Cabinet 


° Submerged Fire Tubes 


BUILT INTO A COMPACT, INSULATED 
CABINET 


Expensive radiation losses are prevented through the 
heavy, insulated cabinet into which 
the boiler is assembled. The com- 
pact, rugged construction was 
quickly recognized. 




















FURNISHED COMPLETE 


The Kisco Cabinet Gas-Fired Boiler 
is furnished complete with all fit- 
tings, including the burners and 
gas regulator. An automatic Water 
Regulator, Feed Pump, or Return 
System can be included at a small 
additional cost. 

All boilers are constructed in ac- 
cordance with the A.S.M.E. Code, 
for 100 Ib. working pressure. 


The Sign of 
Economical 





SERVICE 
Further Particulars on Request—Specify Bulletin P.U.-1022 


<ISCO BOILER & ENGINEERING CO., St. Louis, Mo. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 








—_ 
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The Wagner plant is fully equipped 
to build single- or three-phase 
power transformers in standard 
sizes and voltages. The transformer 
here illustrated is a 12,000-kva, 
34,500-volt delta to 4500-volt Y, 
three-phase air-blast power trans- 
former fully equipped with the 
latest relay iad control devices. 


Public Utilities Fortnightly 


on e 


Write today for the new Hyd 
Wagner letin 18! with 
which completely de: 


Wagner Eleciric Orporation 


6400 Plymouth Avenue. Saint Louis. U.S.A. 


Transformers 


Motors Fans 
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International Trucks have been placed in service the last few months by the New Orleans Public Service, 
Inc., New Orleans. The truck shown here is a Model C-5 used for meter service work. 


INTERNATIONAL TRUCKS 


The COMPLETE Line ..31 Models .91 Wheelbases 
HALF-TON to SIX-WHEELER 


International Trucks! There are 31 models in 91 wheelbases. All haul- 
ing needs are completely met with these trucks of six distinct types: Chassis Prices 


Conventional 4-wheel trucks in 14 models and 41 wheelbases. $ 
Two-speed rear-axle trucks in 4 models and 14 wheelbases. 
Dual-Drive 6-wheelers in 4 models and 12 wheelbases. 


Trailing-axle 6-wheelers in 5 models and 14 wheelbases. d 
Trailing-axle 6-wheelers with 2-speed driving axle—3 models and ene Up, 

8 wheelbases. f. o. b. factory 
Cab-over-engine truck in 1 model and 2 wheelbases. 





















When you come to Inter- 


: : national Harvester you can 
Quality trucks with a 35-year reputation, backed by dealers and Com- buy just as much trac 


pany-owned branches everywhere—a matchless service organization. Is as you need. Our repre- 
it any wonder that men with every kind of trucking job come to Inter- sentatives will not ask 
national for trucks to meet their needs completely? All models available you to buy more. Your 
on easy time-payment terms at low rates. Ask for a demonstration. owr! judgment will tell you 
Hydraulic brakes on all models except three heavy-duty units equipped "ot to buy less. 

with air brakes. 

















INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
606 So. Michigan Avenue Chicago, IHinois 


INTERNATIONAL TRUCKS 
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Cutting C1 Bad Debt Loss 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


[SE] DICTOGRAPH - TELEMATIC 
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ROBERTSHAW 


“FOR THE MOST DIVERSIFIED LINE OF 


SPACE HEATER THERMOSTATS 










ROBERTSHAW THERMOSTAT COMPANY 
YOUNGWOOD, PENNA. 


Manufacturers who have specialized in thermostats since 1899 
fe) 
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The CREAM of 


MID-CONTINENT CRUDES 


Moderately priced, Cities Service Motor Oil 
is the choice of particular motorists who want 
an economical lubricant—yet one that does 
not sacrifice performance to price. 

This high-quality, completely dependable 
motor oil is refined from the choicest crudes 
of the great Mid-Continent fields. With it you 
will get the performance to which you are en- 


titled and at the same time you will save money. 


CITIES SERVICE 
Motor Oil 
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The PERFECT 


PENNSYLVANIA OIL 


Refined with all the care and skill that are the 
result of 73 years of refining research and ex- 
perience, this super-lubricant gives you triple- 
duty protection —it seals, cools, lubricates. 
Koolmotor Oil not only resists heat, but 
actually carries heat away from friction sur- 
faces. It is the perfect Pennsylvania oil and 
with it in your crankcase you are assured of 


care-free miles of motoring enjoyment. 


KOOLMOTOR 
Motor Oil 
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Modern principles 
of valuing industrial properties 
and how to apply thei 


This book presents the basic principles underlying the valuation of industrial propertics, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting tiie 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 


Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 

the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 

the methods for estimating and accounting for actual depreciation 

the detailed analyses of 68 court decisions on valuation 

the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


~ PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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its insistent upw rd t P wlally disre- 
garding the summer “valley.’’ The output 
for the week ending June 27 set a new ajl- 
time high of 2,029,639,000 kw-hts. Indi- 
cations point to still larger figures. 


The first step in safeguarding service is a 
load analysis. But a load analysis to be 
economically feasible, requires low-cost, 
easily-operated recorders. Westinghouse 
A and U recording voltmeters and amme- 
ters are recognized as unexcelled economic 
standards in recording instruments. 


Made in both circular and strip-chart de- 
signs for portable or switchboard use, 
these instruments easily and at low cost 
help determine correct transformer and 


line capacity for modern load conditions. 
J 0088 
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The Modern DRY Method of 
FIRE Extinguishment 





BULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVES 





Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 
tor of electricity. Doesn't evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). 


Garrison Fire-Detecting elements can be : i 

placed inside transformers, condensers, tur- A BAD FIRE .. . 250 gallons of oil, and 20 
bine sets, etc., as well as in exposed areas. — PB vo PR RAE E cradled 
Such elements (systems) can be arranged 

so as to automatically and instantly actuate 
Garrison apparatus upon detection of a dan- 
gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 


Send for our New Brochure—“‘The Modern 
Dry Method of Fire Extinguishment”’ 





Sole Exclusive Manufacturing and Sales License under 

all Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and patents 

applied for—and foreign patents both issued and 

pending—as well as under Garrison ‘“‘patent applica- 
tions pending.” 


Extinguished in 27 seconds, with Garrison 
Dry Compounp. 











GARRION/ GARRISON ENGINEERING CORPORATION 


Factories and Executive Offices 
GREAT BARRINGTON, MASSACHUSETTS 


OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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boosts sales of IRONERS and 
current (1230 watts per hour) 








Economy of floor 


space appeals 
to housewives 





everywhere 





CO 
ceemmemen OI 






Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 
ing, rigid, folding leg 
and table. 


Model 63S ; 


Takes No More Floor Space 
Than Kitchen Chair 






It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers aftord a big, unworked 

field for merchandising profit. Find out how Thor’s effective pro- 

motional helps and popular-priced rotary line are boosting ironer 

sales close to those on washers for many aggressive dealers. Send 
r all the facts today. 





Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, Ill. 
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The Trend 
to Dictaphone 
Sweeps On 


NEVER has interest in Dictaphone run so 
high as it does today. Businesses of every 
sort and size are turning to this modern 
dictating instrument—simply because it 
gets things done so quickly, smoothly, ac- 
curately and conveniently. 





Actual handling of correspondence is 
only the first of a long list of Dictaphone’s 
benefits. All day long, it lets men and their 
secretaries work, independent of each 
other’s time and convenience. Try out 
Dictaphone in your office. 


DICTAPHONE 
Sales Corporation 
420 Lexington Avenue 
New York City 
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CONDENSING 
EQUIPMENTS 


Thousands of C. H. Wheeler installa- 
tions testify to the value of conden- 
ser specialization. 


Turbine Efficiency depends directly 
on Condenser Efficiency. 


In all cases we build the machines to 
fit the particular conditions of the 
plants in which they go. 


Cc. H. WHEELER MFG. CO. 
19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELPHIA 








FLASH! L&H Ranges equipped with 
New HI-SPEED L&H Calrod! 















HIS is NEWS! It means soaring 

sales for every L&H Range dealer 
... now that L&H Electric Ranges will 
have the new, improved Hi-Speed 
L&H Calrod—in addition to all the 
other L&H exclusive, sales-pulling 
features. Write or wire for complete 
details. 

A. J. LINDEMANN & HOVERSON CO. 


Milwaukee Wisconsin 
New York San Francisco 


CH Aloe ncecl 


Chicago 








ELECTRIC RANGES 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 






























DESIGN 
CONSTRUCTION 
OPERATING COSTS 














PHILADELPHIA 





CHICAGO 








4y Ford, Bacon & Davis, Inc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORK 


RATE CASES 


APPRAISALS 
INTANGIBLES 








DALLAS 




















CHICAGO 





SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 

















BLACK & VEATCH 


CONSULTING ENGINEERS 






A isals, investi and reports, 
design and supervision of construction 
of Public Utility Properties 


KANSAS CITY, MO. 









4706 BROADWAY 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 














EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate Investigations 
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In Good Salesmanship 


SALES-MINDED Transit is today outstanding among 
the industries in its adoption of modern methods and 
equipment. To transit operators themselves this has 
meant the opening of a broad vista of public service. 
To the public it has meant new facilities for greater 
enjoyment of community life. To the merchants and 
business men of American cities, towns and villages, 
it means effective stimulation of the factors which pro- 
mote and maintain trade .. . movement of people, 
circulation of money, movement of goods. 


In this, Car & Bus Advertising as conducted by 
Barron Collier, has long been and will continue to be 
an important factor... a partner in transit service to 
the community as a whole. 


BARRON G. COLLIER 


INCORPORATED 
CANDLER BUILDING, NEW YORK CITY 




















wHatis Public Relations? 





purr has been used against Industry with destructive 
effect. Publicity and Public Relations have been used by some 
industries and companies with constructive effect. The need for 
competent Public Relations Service by industry as a whole was 
never more clear than today. Here is what a properly-qualified 
Public Relations organization provides for your company: 


A single, authoritative outlet for all com- 
any news, Carrying with it complete in- 
gration of this phase of company affairs. 


Expert execution of all publicity activities, 
ncluding the timing which is so essential 
p effectiveness. 


Skilled advice on publicity and public 
lations questions. 


Creation of news events and news oppor- 
Munities, accompanied by the ability to take 
dvantage of these openings. 


Interpretation of management policies; 
ith suggestions for the improvement of 
uch policies in the light of their bearing 
bn Public Relations. 


A means of interpreting management 
policies to employees so that they may in 

n interpret policies uniformly to their 
ircles of acquaintance. 


Preparation and distribution of speeches, 
articles, interviews, etc., for company ex- 
ecutives. 


Special attention to outstanding personal- 
ities within the company, with collateral 
publicity for the company itself. 


KOPPERS BUILDING 


® Preparation and circulation of news re- 
garding financial progress, product devel- 
opment, sales plans and programs, per- 
sonnel. 


® Effective contact with all news and infor- 
mation channels. 


® Trained observation and reporting of gov- 
ernmental developments. 


® An agency for the cultivation of an ag- 
gressive, productive policy of public rela- 
tions, rather than one which is purely de- 
fensive. 


® Ketchum, Inc. offers a successful record in 
varied activities in this field. The Ketchum 
staff is thoroughly trained and experienced 
in news creation and handling, and in all 
types of Public Relations problems. Write 
for details of this service. 


PITTSBURGH, PENNSYLVANIA 
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GOLDEN: LIGHT 


UANESBURG’S, schools *closed"early one 
recent Friday afternoon. It was the ‘tine 

for a big celebration. Ther® were baseball games, 
entertainment, an oOxX-roast “picnic, a radio- 


broadcast, and fireworks. The people of Duanes-* 


burg (N. Y.), had set apart the whole day to 
mark the turning on of theirnew sodium high- 
way lighting —the world’s longest installation. 
[hey were welcoming greater safety for them- 
selves and their children—the prospect of a 
great reduction in night accidents, that only 
highway lighting seems certain to bring. 


For the power company, too, this was a gala 
occasion—not so much because of the néw load 
and reyenue represented, but because of the 


- . . ~ ~ “ay 
good will and friendliness that were in evidefice. 


An entire county had tutned from its daily tasks; 
more than 20,000 people, from miles around, had 


lie in happy mood'to — ap 
company_service, 


The spirit of Duanesburg can be awakened 
the communities you serve. To.arouse itis 
win new friends and new opportunities. Gener 
Electric men offer their experience, their’ ¢ 
operation, in this constructive workeIt is@ cot 
tinuing sérvice—one that has helped pows 
companies time and again, in lighting big ¢it 
and. small towns——“white ways” and the op 
road. General. Electric. street- and. highway 


000 kilowatt-hours to power-company 
during the six years ended January, 1936. 
promotion of all kinds of lighting’ is one of th 
exfta services that you get with your purchas 
of General Electric apparatus. That is andthe 
reason why we'say. you get; more with 
Electric—always, and in all ways. 





